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Using a case study approach ^ the General Accounting 
Office (6A0) reviewed the resultsof 12 projects funded under the 
Urban Developmesrit Action Grant (UDAG) Program, which provided $3- 

billion in grants to distressed communities for economic / ^ 

revitalizatibri^alnd neighborhood reclaniation pro jects^ GAO found that 
the. projects exceeded investment expectations ^ came close t^ 
employment expectations^ but iell consid|erabiy shor^^of realizing^ 
projected increases in local tax revenues. The Department of Housing 
and Urban Development 's (HUD's) information system, however, did not 
provide complete information on the results. GA0 also found that many 
of the most economically distressed small cities did hot participate 
in the program beqause^theylij were unfamilia with the program, (2i 
had insufficient city government capacity to plan a UDA6 prbject, arid 
(3) had difficulties in^pbtaining^ private< sector _ _ _ 

involvement. Inaddition^ many citie^ that have received UDAG funds 
have loaned them to private developers ; some of these Ibaris are 
repaid before a UDAG project is completed. At preserit, there is no 
clear policy on whether cities cari use these early' repaymenti for 
additional community arid ecoribmic develbpmerit activities. GAO_has 
offered recbmmeridatibris that wbuldimprbve accuracy of HUD|s 

irifbrmatibh on cbmpleted prbjects,_h6lp small cities to participate 
in the program, arid establish a pblicy on whether cities should ibe 
able to use early UDAG repaymerits. (Authbr/CHG) 
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Insights Into Major Urban Development 
Action Grant Issues 



Between. 1978 and NovemberJ 983, the Urban Development Action 
Grant (UDAG) Proqrarn provided $3 billion in grants to distressed. co_m- 
rhUhities for economic revitalization and neighbdrhgod reclamation proj- 
■ ects A small but increasing percenjage of these projects has been, com- 
pleted Using a case sjudy approach, GAO reyiewed the actual invest^ 
rrieht employment, and local tax results of 12 completed projects and 
^- found that these projects exceeded investment expectations, came close 
. to meeting emploYrhent expectations, bat feij considerably short of realLZ- 
ihq projected increases in locaiJax revenues. The DeiDartment of Housing 
and Urban Development s (HUD'sj information system, however, did nQ\ 
provide complete informatmn on the UDAG results realized from the 1 Z 
completed projects; 

GAO also found that many of the most ecoQomjcally distressed small 
. cities did not participate in the program because they (1 ) were unfamiliar 
vvith the program J2) had insufficient city government capacity_to plan a 
UDAG project, and (3) had difficulties in obtaihihg adequate private sector 
involvement. . 

jn additidn. many cities that have received UDAG funds have loaned tjiem 
to private developers; some of these loans are repaid before a UDACj 
project is completed. At present, there_i_s nbclear policy on whether cities 
can use these early repayments for additional community and economic 
developmiBht activities. :^ 

GAO makes recommendations that would irnprove the accuracy of H4JD's 
information on completed projects, help small dities participate in the 
program, and estabMsh a policy on whether cities should be able to use 
«early UDAG repayments: 
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INSIGHTS INTO MAJOR URBAN... j 
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D G B -I'i 

The Urban bevie^opment Action . Grant ( UDAG) .jito- 

=gr^m7=adin^n^S^'red=by=t-he=Dei5 



and Urban Develot)ment (HUD) ^ is .desi(3ned;to stim- 
aiate private irivestmerit itiP severely distressed 
coiranunities by providing partial^ fund ing for -eco- " 
nbmic development projects. ilssentiaiiy 
program' provides f unds_ to :a . distressed cb^ 
which grants or loans th§" funds to ^ a^ private 
developer^ thus imprbying the : feasibility of 
otherwise marginal private sector e-cohomic devel- 
opment projects. The developer in turn> mus.t 
provide at least $2.5 dollars in private sectqr 
financing for each dollar of^UDAG funds going 
into a project . Prom in it ial program awards ^ in 
1978^ through November sel^cte<3 commurii ti^es 

'have received ^3 billion in UDAG funds. ^ 

GAO's review of the UbAG program ^ad three dbj^ec^- 
tives:_ (1) tb examine the _exterit « to which* 12 
co^npleted, judgmentally selected .projects:, were 
able, to meet their primary t expectations, and 
determine how accurate HUD's inf ormat ion ' wSfe on ^ 
the results of thes'-e prb'j^cts, ( 2 ) to f ind oab ' 
why many of the :mbst. ecdnomically _ _d isj:ressed , 

-small cities have not par t ^.c ipated in the pro- 
gram,, and (3)' to review the Sideqaacy of-^ HUD's 
requirements, governing the ^ repayme*nt of UD\G 

^ funds loaned ^by cities" to project developea?^^ 
since almost 90 percent of /all UDAG dollars spent 
by the end of fiscal , y^r 1982 was used/ for 
loans. (See pp. i to. 4 ^ p.Ml r anci app. I.)/ 

ggsUL^^QF C OMPLETED ^ - 

PFSOJECTS^^SPWE^ID " ' ' ' 

HUD awards *UDAG funds to cbmmurii t ies %i a com- 
petitive feasts . In decid ing which pf ^ the 
competing UDAG projects tb fund, HUD's primary 
criterion fbr selecting projects , with certain 
minor exceptions^ is the comparative degree of 
economic distress. among the applicant 
communities. HUD alsb cbnsiders the extent to 
which a propbsed prbject wcpuld be supported by 
private and _ other publ ic sector investment . 
Other major f actbrs in ^oject selection are the 
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number of new permanent; jobs to be created ^ par- 
ticularly for persons of lqw-_ and : moderate- 
income , and the amount of local government: tax 
revenues to be generated. 

; » ■ » 
Approximately 1 , 400 UDAG projects were approved 
between the program's start tn>'*1978 aHd September 
-4^2,' Of these, 66 had been .jc 1^a^Bi£l^ a_i^ HHB _a_s 
being complete ^ of, September 1982.1 A UDAG 
proj*et:t is considered complete when a final audit 
has been performed and HUD decides project expec- 
tations such/*as for jobs and. taxes have been atet 
or * best fai%h efforts- were made. Slnce_ most 
compieted projects were approved inj 1978 and 
1979, one jwajbr limitation is that a ? review of 
some or allbf the ; 66 projects would not repre- 
sent overall program result^ because the com- 
pleted projects would not constitute a 
representative sample of all approved projects. 

} _ : '____]_-■ 

Mindful of this limitation-, C3A0's intent was not 
to meascire program impact , but rather i:o review 
sample of 1,2 completed^ projects f rqn^ iliinbis , 
Ohid^ and New York to ascertain whether initial 
project expectations ^ >?ere realized^ GAd's aim 
was to determine how adequately HUD tt^acks prbj- 
ect results in order^ to ^ identif^y any brbblems in 
this area before hundreds of additional UDAG 
projects are qbmpleted. (See pp. 5 arid. 6.) 

"gaO^s findings for the 12 surveyed prbjects are 
primarily ba^d bri grantees' firiaricial t and inde- 
pendent audit "reports arid > where possible, devel- 
opers' payroll .reg isters arid local tax assessors' 
recorda. GAO fburid that:. 



—The $66.8 millidri in expected inyestinents was 
ayrpassed by 29 percent , as $86. _1 million was 
realized. Ninety-five percent oj this invest- 
ment increase is made up of pri^^te\ invest- 
ments. The remaining injcr ease is made up by 
state, local, and other federal irivestments. 
(See pp. 7 vto 8..) . 



—Ninety-Ewo percent of the new permarierit jobs 
^expected was realized (1/126 jobs but \ of ;an 
:.expected 1,218). in reviewing jbb ex|>ecta- 
tions,' GAb'^ foetJs was on the number bf^_ jobs 
created by the proje1::t and nbt bri the resulting 
empibymerit gain or Ibss for the area. \^ (See 
pp. 8 to 1 1 . ) / 
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-Ninety-one percent of " the low- an<3 . moderate^ 
income' jobs expected was realized (850 out of 
an expected 950; (See pp; 8 to 

-Only .35 -percent of the expected local tax 
revenue increase was real ized* ( $283 » 55,3 out of 
an expected $817,212). (See pp. 11 to 13.) 
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HUD ' s inf ormat 



Illy report the 



surveyed projects 



The actual results for ^the 12 projects surveyed 
differed substantially from the figures^ found in 
KUDO'S ' informatio_n;_system. The following chart 
xiiustrates the differences. 



project 
expectations 

Investments 

f5ew permanent 
jobs 

Low- and moderate- 
iricdnte jobs 



Realized per 

■ . 
$86 million 

1,126 

860 



Local tax revenue ^ 

increases $ 284,000 



Realized per 
HUD information 
system 

. $47 million 



1,088 
464 
$167,000 



These differences are accounted for in large part 
by the fact that HUD' s iriformatiqn system re^ 
solely, on grantee quarterly reports , whic^^ 
assumed to accurately reflect^ combined project 
results/ 'Other available grantee reports ai;e:not 
used although _ they _jnay _ contain more complete 
information. For instance, on one project, HUP^s^ 
information system showed that no private. inv€^- ^ 
ment was made, yet the grantee provided HUD with 
"a- financial status report showing $29 miTlion in 
private investments. This figure ^ was also 
reportedjby a final audit :,report. Before GAO 
brought this and other, similar examples to HUD' s 
attention, HUD officials were unaware_ tA^t other 
available project documents could contain more 
compiet-e ihf orjnatibn . - ' 

Although only a few UDAG projects have reached 
completion to date, corrective action is needed 
now to ensure that complete information will be 
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available for the airnbst 2^000. UDAG projects, 
approved- through, Jiscal year 1983 that'_ are not 
^et complete. GAO recditimendj that the Secretary 
of HHd direct the UDAG ihformatidh system to use 
additibriaJLr available grantee reports on project 
results. ^ (See pp. 13- to 18.). 



MANY SMALL CITIESyARE, UNAWARE 

OP THE UDAG PROGRAM OR 

HAVE DIFFICULTY APPLYIN G — 



Legislation provides _ that no lesg^han 2,5 j^ercent ' 

of each year's UDAG appropriatrcn ^e 'used for . . • , 

awards to small cities (generalLp defined as cit-r 

ies wi„th populations jJnder 5 However, ^ 

from the; programVs beginning in 1978 through / ; ' 

fiscal year 1*9|2/ the amount of BbAG^wards. to ^ • 

small cities ' consistently • fell short of ^this • 

marki By the end of fiscal year 1982, about ' .\ 

$142 million in :)apused UDAG funds * for small 

cities had accumulated. ' ' ; 

Fiscal year 1983 saw a significant increase ih 

the amount of small city _award_s The 25 percent 

mark was met and ,i^xceeded / and the- amount of the 

unused sii^all city funds carrpLjeJ3_ over from pre- 

yiovas years was reduced to /$75 million . The ^ v. 

Congress; hdwever, has indicated concern about 

the ability of ^rttall cities to participate in the 

program.. The recently enactea Housing and ' " ' ^ 

urban-Rural Recovery Act of '1983 authori;Se^ funds p 
•for technical' assistance to help ^increase small 
cities' participation in the; program dufing ^ . ^ 
,fiscal years 19§4, 19fff, and 1986- . " , 

' ' l _ _ ■ . . _ ■ ' ' ■ . .• >• ' ■ 

To deterjnine how_ HUD could further help small ■ ■ 

cities parttcipate_ in the UDAG program^ GAD 

interviewed a statistical sample of _ of f icials - , 

from 125 small cities that had hot applied for a 

grant or had applied without success. Each of 

these cities was rated by HUD 'as having severe 

economic distress as measured by the ^age of its 

hpusih^stbck^ the degree of iti poverty, and the 

decline in i ts populat idn growth.. Selection was * . 

made from the 661 mbst distressed cities" because 

the primary leg islative criterion selecting a i 

small city for a UDAG award is the degree of its ^ ^ ; ^ - 

"ecofioiSrc ' a istress , - - ^ _ , 

_ * * - : " . . _ . . . . ■ 

From these interview results, GAO concluded that 

small cities^ low participat ioji was due to three 

major reasons J (1) fack of knowie.dge about UDAG, ; ' 



(2) ihsuf Eicierit staff o.r technical expertise .to 
prepare a. viable uDAiS application; and (3')--diffi- 
cdities in bbtairiirig adequate^ private sector 
involvement and financing. Tip pull together _ a 
sound SbftG application, mOSt city officials indi- 
cated th^t they need ohe, or more of the foliow- 
ihg/c program .irifbrmation, technical assistance, 
and a streamlined application" process. (See pp. 
20 to 3 3.) " • ^ • 



ftt present, HUD lacks a" eomprehensive package _of 
materials "that would help acquaint small cities, 
with the program. l«ith rfegard to technical- 
assistance, some cities have benefited from tech- 
nical assistance provided by HOD or its contrac- 
tors'. HUD has not, however, developed ^nationwide 
guidelines for determinihg which cities should tse^ 
provided with technical assistance./ Arid ^Ithough 
HUD ha^ revised -the UDAG application' form, ^it - 
"remains complex i Both small an4 metropol itaji 
cities are. required to use the same form even 
though, as one HUD ^ study, noted , UDAG awards ihave 
ranged from $35 thousand '(a small city project) 
to $30 million (a metrbpoiltan city project)^ ^ 

GAO believes that it is consistent with" the prp*- 
gram's recent legislation for _HUD to take action 
to inform small cities of the program's existence 
and to provide technical assistance funds to help 
small cities develo^p competitive applications. 
GAO recommends that the* Secretary of HUD- 
(1) develop a plan aimed at helping small cities 
participate in the program by establishing goals 
and criteria for selecting them to receive tech-r 
nical assistance, (2) develop comprehensive ypAG 
Information' material , and (3) develop and test a 
separate, streamlined application form for use by 
small citiefe. GAG believes that a. pi an^ for 
technical assistance to small cities is partiqu- 
larly important in view of the recently.^enacted 
Housing and Urban-Rural Recovery Act of 1983| 
mentioned earl ier which allows the Secretary of 
HUD to use up to $2.5 million of yearly ^^Ifp^G 
aBpropriatibris for techniciil. assistance to help 
small cities cOinpete for UDftG^fundSi Such a plan 
w6uld assist HUD in making "deci^-ons about the 
use of tHese. funds and the coordination of new 
technical ' assistance efforts-, with, current 
efforts . — (See pp ^ 33 ■ to 37. ) 
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CLEftR POLICY NEEDED 
ON UDAG REPA^^ENTS 



Cities receiving UDAG .funds frequently cbrvvey 
talent ^ to a private devel<3per in ; the f brnj of a 
loan^ rather than a gran^t. As a result^ depend- 
ing _on the project^ thousands to ntillij^ns of 
dollars will- be repaid on indiv^idifel UDAG prog- 
ects . For, example , the loan repayments ( includ- 
rttg=±n:teies±::)=SS=^4=Ne tchlg^^=prog^- 
eC'ts GAO reviewed will total $106 million over 
repayment ^ periods rang ing from 1 to 50 years. 
(See pp. 46 to 44ij. z 

The standard UDAb grant agreement provides that a 
city can us€j' repayments for other cofiunanity and 
economic development' ^ ^ activities if ^hey are 
received after UDAG funds have been cSmpletely 
spent dij a project.* But if repayments start 
earlier^ the grant agreement provides that these 
early repayments should be used to reduce, :the 
amount of additional tJDAG funds authorized by HUD 
and needeia 'to complete _ the project, i These 

-reguirements , however , ' do not reflect HUD's 
intent. The intent^ which wa^ expressed iij 
negotiations with citieis and other participating 
parties^ wap_^ that cities use repayments for 
addition<al ecqnom^ic development actiyities\^ To 
ensure this int^j^t is falfil-led^ HUD^ has given 
some cities exemptions to tjie requirement^ on a 
case-by-case basis in , order 'that ^arly project 
repayments wbu^d hot have to be /used to . reduce 
the UDftS funds granted i There is ho policy on 
when such exemptions should be given afid hot all 
projects, ^have' received these exemptions^ 
Although HOD hasi* been aware of th is situation for 
over ^ a year„ a policy has not been developed i 

■^GAO recommends that the SScret.ary of HUD develop 
and issue pbl icy guidance defihing the circum- 
stances un^r which cities should' be able to use 

earls' UDAG repaymen^>s . (See pp. 44 to 48.) 

AGENCY COMMENTS^ AND ' 

GAa'S EVALUATIONT 
^ — '. — '■ ' : ■ * ' - 

HUD 'pi^n.s. to talce actions that will^ 
to"~ - several of - GAO' s "recommendation's . These 
act^ipns will result in |Vr t]he use of additional; 
grantee reports ^ on . project results^ ( 2 )^ the pab- 
licatibh of hfew program informational mater lals, 
and* (3), the issuance of policy guidance on UDAG 
repayments. HtjD, hbw^ever ^ did hot agree with 



GAO' s^'recbmiTieriaatidn: to develop, an outreach plan 
■that estabrishee goals, arid criteria for providing 
i.techriical assistance to. small it ies^^^ '^yb * 
respbride^, that aYhumber of add it ional efforts ^ are 
being- tSfeen ^o further its : outreach and technxcai 
assistance efforts * f or smair^. ' cities , ^ and: it 
believes these ef foists have already begun to^pro- 
duce^ results. The'se^ _ef f^^^ts include, £or Sjcam- 
— ple^ signing ^, addxtxQna l teclinida i a ssistance! 
cbh tracts and sen<^ing but information smallT 
cities. MUD therefore stated that^GftD's recom- 
mehded £lan is not cai'ijd for ' ^t this time. 
Also , HUD stated that it^does not . believe that _ a, 
separate, streamlined appi ication : form fbr small 
cities iJ needed; it noted; that' a hew^ shorter 
application fornt is being^b^^ed . 

GAO believes . that: HUD-* additibn^l efforts, , 
together with th^. - recehtly enacted. ; legislation 
providing .ug' to $^(^5 ; millibrt for small -city tech- 
nical assistance, make it e^eri nvbre;:irnportant^ f pr 
HUD to: estalDlish a_ plan which would^ set pric^-- 
rties and guide arid cbbrdihate the various small 
city efforts conducted by HUP^headquarters, field 
offices.^ arid cbritractbrs , GAO' als© believes that' 
should examine . hbw the ;(curtent 'application 
form can be _ streamiined , since GAO' S jinter^^ 
- with city bf f iciais disclosed that^ the ; appa.ica- 
tion prbcess.was a significant problem for. them. 
(See pp. 18f 37:, and 48, and app. Vlli.) J '^'^ 
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■ INTRODUCTION : 

The Urban_DeveiopSent Action Grant (^UDAG) progr 
^®?i9D?^_ ^^IP^P^^^? financial assistance to_ the nation ' s 

distressed communities i She program was establ ished through the 
Housing and Community Development Act of 1977 (Public Law 
95-128) f which authorized the Secretary of the Department of 
Housing and Urban Development ( HUD) to make grants to severely 
distressed communities for economic revitalizat ion and rieighbor- 
hbod reclamation projects. 

The UDAG- EJtrogram is based *on the concept of overcoming a 
"development gap" that exists in distressed communities. The 
developjnent gap is defined to be the increasied cost of investing 
in distressed communities r^sultiri^ from such factors as decay- 
ing or inadequate infrastructure or high land clearance costs. 

Cormhuhities. rec'eivihg UDAG f uhds can help bridge the gap 
for private developers by pt*ovidihg»^ th§m with a grarit or jr moire 
commorily^ a loari__or ig iriat ihg from UDAG_ funds . For ^ach UDAG 
project dollar^HUD requires at least ^$2. 5 dollars of private 
investment. UDAGs can be used for a wide variety of industrial , 
^ cdmmetcial , and neighborhood pro jects. Recently funded ^proj- 
ects include thfe expansion of industrial plants^ the purchase of. 
manufacturing equipment, hotel renovations , shopping center 
development , hospital and of f ice building construction , and 
low- and moderate- income housing. By November 1983, communities 
had been awarded $3 billion in UDAG funds for about 2,000 proj- 
ects. The Congress has authorized .$440 million in UDAG. funds' 
for each of the fiscal years 1984, 1985, and 1386 — which is the 
^ame authorization level as for fiscal year IST 

ELIGIBLE COMMUtilTIES ^ 

Any community is eligible to apply for a UDAG as long as it 

--has met the jitinimum criteria for economic distress ^ which 
includes its poverty level, lag in population growth, and 
age of housing and 

•--has demonstrated results in providing housing for iow- 
and moderate-income persons and in providing equal oppor- 
tunity in tiousing and emf)loyme;nt f or low- and moderate- 
income persons and memberis of minority groups. ' : ; 

There are three categories of eligible cbmmunities : dis- _ 
tressed met;ropolitan cities and urban counties > (Sistressed small 
cities with populations of less than 50,000# and nondistressed 
communities containing areas with pockets of poverty. UDAGs are 
awarded quarterly on a competitive basis ^ with separate funding 
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rounds for metrdpbl itari cities or urban counitie.s and small 
cities ; : 

By statute, at least 25 percent _of_ all funds ajsprbpriated 
for the ObftG program must be used for smaii cities. Up to 2D 
percent may be awarded to ridridistressed communities, containing 
areas with pockets of poverty. The balance is available for 
distressed metropolitan cities and urban counties. 

initial UDAG eligibility by metropolitan cities and urban 
counties Was addressed in our report Criteria f or participation 
in the-Uirban peveioproenJ ^ct i on Gr ant program^ Should Be Refined 
(CED-80-80, Har. 20, 1980). - 

PROJECT SELECTION 

HUD awards UDAG funds on a competitive basis to communities 
to undertake certain activities that improve the feasibility of 
Otherwise marginal private sector economic development proj- 
ects. Except for grants to commuriities containing pockets of 
poverty, the primary criterion for selection is the compatfative 
degree of economic distress among the applicant communities. 
Other selection factors include the results expected from a 

project. There are thr&e major results associated with UDAG 

projects: new private arid non-UDAG public investment, new per- ^ 
manent jobs, and increases in local taxes or payments in lieujof 
taxes. ' , - ' S 

A cbmmuriity sends its application to the local HUD area 
office for preliminary review. "I The application is also 
reviewed by the particular HUD regional office to which the area 
office reports. Both of these field offices send recommenda- 
tions on the merits of a proposed project to the Office_^of^UDftG 

at HUD headquarters. Based on further analysis by the UDAG _ 

headquarters staff and the recommendations of the UDAG program s 
director, the Secretary of Mub selects the projects^ to be 
funded. No UDAG funds can be used* hOWever, until a grant 
agreement i^-s signed, which establishes a contract between the 
city and HUD and sets fopth the terms and conditions of the 
approved project.' After this. grant agreement is executed, HUD 
field offices have responsibility for monitoring the performance 
of the community and -other participants in the project. 

problems with the UDAG selection process have been recog- 
nized in our previous reviews. We have issued a rep^t- dealing 
With this issue: Improvements N eeded i n Se lecting and .Pr^ocess - 
Inq ^rban Development Action G^ant^ (eEB-79-64^ Mar^-30» 1979) . 
we also testified on this issue betore the Subcommittee 

Ifcate in 1983, HUD reorganized its field bperaticSns-. Area 
offices are riO-W referred to as Category A field Offices. 
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dri Iritergbverhnierital Relations arid Huiriari Resources^ House- 
Gomrnittee on Gbverhirieht Operations (May 23, 1979) i 

OBJECTIVES^ SCOPE r AND HETHODOLOGY 

Our overall objective iri this review was tb prbvide irisight 
into niajbr_UDAG issues during the prbgraiti's reauthbr izatibri 
process . Cbriseguerit issued an inter iin report bri March 15y 

1983.^ This present report is intended to supplement our - 
earlier effort by infornting the Congress on three central UDAG 
'issues: 

' — To. what extent have sampled, completed project's realized 
their expectations and how accurate has HUD' s information 
been on the results of these projects? 

— Why have many potentially el ig ible , very distressed small 
cities not applied for UDAG funds and why have some 
applicant small cities not been successful? 



- — How adequate are HUD's requirements governing the repay- 
ment of UDAG funds loaned by recipient cities to private 
develbpers? 

Our review was made iri accbrdarice with gerierally accepted 
^bverrimerit auditing standards . We reviewed appl icable legisla- 
tion aridv.HUD regulatibris> policies arid procedures. We also 
reviewed UDAG research repbrts^ audit reports^ arid evaluatibris. 

We decided to collect data on the major results of com- 
pleted projects because the previous studies we reviewed gener- 
ally made estimates on UDAG results expected to be realized by 
projects that wiere not yet complete. A UDAG project is consid- 
ered complete when a final audit has been compleited and HUD de- 
cides that expectations such as jobs and taxes have been met or 
besE efforts were made i When we made -our selection in September 
1982, only 66 UDAG projects had been classified by HUD as com- 
plete i We reviewed 12 C 18 percent) of these completed UDAG 
projects. (See app. I for details.) For the completed projects 
selected , we reviewed eabh .project' s application^ grant agree- 
ment } and any ameridmerits tb determirie the primary results 
expected. Thereafter^ we reviewed HUD and grantee monitoring 
and repbrtirig dbcumeritSe irideperiderit audit reports^ arid where, 
pbssible payroll records, arid tax . rece ipts to determirie actual 
UDAG, results. We also held discussioris with HUD of f icials ^ the 
grantee^ arid the participatirig party (usually a developer) to 
discuss the primary expectations arid results. 



^ Interim Report on GAQ's Review of the Urban Developmenb Action 
Grant Program ( GAO/RCED-8 3-1 26) • 



TO deterniihe why smaii city participation *in ubftG has been 
relativ-ely low, we.statistically^amtjiea and conducted telep.hone 
iriterviews with the most ecbhbmicaliy.distressed of the smaii 
cities potentially eiigtble for UDAG funding, in 198?. The most 
distressed cities were chosen because, 'as noted above ,: the pr;t- 



tttary legislative criteribh . for. selecting a small city for a 
award is the degree of its -economic distress;. Our findings 
apply to 553 of the most distressed small cities that had never 
applied for UD AG funds and 33 additional such cities that have 
applied ahsaccessfully. (See app. ; I , for details . We also 
gathered and analyzed information on application and funding . 
patterns according to varidus small city p^potet ion sizes. In 
addition, we met with principal UDAG officii, including the 
UdAG office's seven Senior Development Directors, to discuss, 
their- perceptions about small city participation and what can be 

done to increase it.' ; 

* . ■ _ _ _ ■ 

To obtain information on the repayment of ODAGfunds loaned 
■to developers by recipient cities, we reviewed 12 Michigan and • 
29 New York projects. (See app". i for details.) For each pro]- 
ect, we n ) reviewed the appl ication" , grant agreement,: and any 
amendments to it to determine the type and amount Of repayment 
provided for, (2) discussed UdAG repayments issues v^th ^HUD and 
the grantee ( city ) of f i5:.i>|s , " and (3 ) reviewed; the grantee' s as 
or planned use of UDAG repayments. We reviewed applicable 
legislation and HUD regulations, policies, and prcscedures to 
determine whether they were clear and consistent .regarding UDAG 
repayments. Also, we calculated the present value o^ UDAG 
dollars to be repaid. 
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CHAPTER- 2 

:_ i N FORMAT ION NEEDED ON 



- ** THE REgg^TS OF COMPfcETED UDAG PROJECTS ^ ' 

' The overall purpose of the UDAG program is to stimulate _ ^. 
economic development in severely distressed cities;1 In^decid- : 
ing which of the competing UDAG applications to f und^^HUD ] s pri- x 
mary criterion for selection {except for grants to communities 
corttaxhing pockets of poverty) is the comparative econqmic dis- 
tress among; the applicant communities. ^ HUD. alsoconsiders t^ 
extent to Which a proposed project would be supported by pr^ 
and other public sector inTpstment. Other major factors in proj- 
ect selectibh_are the number of new permanent jobf^to be treated ^ ' 
particularly for persons df_ low- and moderate-income^ a^^ 
amount of local government tax revenues to be generated. The 
degree to which these investment^ jpb^and tax expectations are '* 
actually realized is' the principal measure by which to judge the 
UDAG program's success. 

Although thetre are /difficulties in determiht UDAG_ project 
results^ we used a case ^study approach to r 

UDAG projects In order to measure the actual amount of investment 
V in these .projects, along 'with the number of jobs create^larid the 
'amount of taxes generated. Wefound that the_12 reviewed prog- 
ects exceeded investment expectations, came ^close. to meeting 30b 
expectations2^ but fell considerably short of realizing 
projected increases in local taxes i ♦ 

When we compared oar audit results with the completed proj- 
ect .data in HOb's information ^^^^s wefound that HUD' s system 
:did h-bt provide accurate information on either project expecta- 
tions or results for a variety of reasons. , Although this infor- 
mation problem is mitigated by the fact that few UDAG projects 

* • have reached completion, corrective action is needed now to 

ensure that reliable information will be available for the well ^ : 
over a thousand approved UDAG projects not yet complete. This 
information will be heeded to determine the program'^s actual 
results and to determine compliance with the legislative intent^ , 
purpose, and goals of the program. 

^ - • ■ ' 



iThroughout this report, 'the term "cities" includes urban 
counties, Indian tribes,! CSUam, and the Virgin, islands. 

2in reviewing job expectations, 6a6*s focus was on the nui^ber of 
jobs created by the pro je&t, and not on the resulting emj>loyment 
gain or loss for the areai\ 



1 . 



is 



ERIC 



'DIFPICULTIES IN SSSESSING 



* in the past> HOD. has made attempts to predict the impact of 
the UDAG program oh the basis of preliminary data from projects 
that hadnbt yet breen completed Also ^ HUD' s information system 
has been used to. report, the results of cdmpleted projects^ but 
there has been no HUD evaluation ;Of! the accuracy of this 
ihfbrn\at ibri • 



* Certain inherent evaluation problems m^kfe a UDAG assessment 
difficult. For example> one of . the program' s- main aims is to 
breate new permanent jobs;.but it can be very difficult to deter- 
mine^ whether jobs, created by UDAG projects actually represent a 
net 'increase in employment or whether employment is to^^lbme 
extent simply being shifted from pne business or area . to 
another. Similar difficulties arise in -trying to asses? th^ 
extent tg which ' a project has genuinely brought about, private 
investment that-;wouid_not otherwise hav made in the dis- 

tressed community • The Congre issue in 

December^ 1979 and passed a legislative amendment requiring the 
Se,cretary of HUD to_ condition grant awards pji. the Secretary's 
determination that th probability that the nbn-. 

•fiederai investment would not^ ^'^^^ made without UDAG funds and thai 
tlie ubAG f unds * we^ substituting fbr other available/ 

funds . : • ^ : • 

The most immed iate .problem.^ .though ^ in^ assessing the UDAG/ 
program' s impact stems from the fact th^t only a few projects 
have been certified by HUD as beihg_ complete . When we made o^r 
sample select ibn . oh September^. 9 / 19B2f 66 out of approximately 
1f4D0 apprbved prbjects had been so certified^' ' Since ^ost of the 
cbmpleted projects were approved during the early years of the 
program in 1978 arid 1979/ they, do not cdnstitute a representative 
sample of all the approved; projects''., Conse audit/'of 
alitor some^r^yjE;^;iyi^se. 66 represent a valic 

^^ssessment of h.Sw wfell the ub^G proftani ^s 'a whoie:^w,as actual 
meeting its .expectations . In addition /.a review of 19t^^ 1979 
projects would not be of ^vaiue in assessing 'the ef f ectivehe/ss of 
the legislative amendment notSd above. 



Mindful of these iijnitatibhs r our intent was .hot. to' jnj^asure 
program impact, but rather to review a sample of cbmple teW.prb j- 
ects to ascertain whether initial prbject expecbatidhs were ' 
reaiizedi We also wanted to determine, hbw; adequately HUD /tracks 
prbj^t results in order to identify any prbblems in'^this [area'; 
befojpte hundreds qt additibnal UD^G prbje.cts are cpmplSted { 



TWELVE SURVEYED PROJECTS : GENERALLY , 
MET THEIR EXPECTATIONS FOR-.-INVESTMENT 
ANIX. JQBS>^ NQT>PQR LOCAL TAXES 



' We selec 
arid New York 



ted 12 completed UDAG projects, from. Ill inois ^ Oh id ; 
as case i^tudiest The projects fell into' three 



categories; ; Seven involved the creation or expansion of an ^ 
iriclustrial_ site . Four were commercial projects^ three of which 
were for hotel br hotels-related construetibhi The_l2th was a 
neighborhood development project designed to provide rental 
housing unitSi 

bur determination ♦of project results was primarily based dh 
grantee financial and independent audit, repoi^-ts and ^ where pos- 
sible, developer payroll registers and local tax assessors' 
records. We ' f bund^ that : 

--The private. and other public irivestmeht exceeded expecta- 
tions for all , 1 2 projects . • . ^ . . 

—Nine of 1l' projects exceeded or substantially met the num- 
ber of hew permaherit_jdbs and low- and moderate 

jobs ant ibipated3 , _ The two remaining pro jects fell short 
of expectations.. The 1 2th project realized oaly temporary 
construction jobs since it was a hous ing pro j ect that 
provided no permanent jobs. 

--Taxes rfalized fell short of what was estimated i Only 5 
of the 12 projects met or exceeded local tax revenue 
expectations. 

It should be reemphasized that these findings > which. are pre- 
sented in more^detail in. the following sections^ apply drily td 
the 1 2 projects we reviewed ^ 

Investment; expectations exceeded • 
by th^ 1 ^surveyed ' projects 

i . ■ ■ 

The UDAG pr£>gram^ relies exterisively dri private sector fund- 
ing. For any given pro je'St , HUD .curreritly__reguires a^^m^^ 
$2.56 of private money fdr each dollar of UDAG f und fng proposed . 
Additional funds to support a UDAG project can come from' local 
and state gdverrimerits -and certain other federal . programs . 

' * Our review of 1 2 completed UDAG projects indicated th^^^ 
grant agreemerits for these projects provided for a tbtai expected 
irivestipe-nt of $66.8 million. This figure was surpassed by 29 y 
,perceritV as $86.1 million was realized. Ninety-five percent of 
this investment increase is made up of pri^^te investments .. The 
remaihingVincrease is made up of other federal > state, and local 
investments, as the following table shbwsl 



Scon^iste'nt with HUD's defihitibn^ a new permarierit job is one 
••created; as a result of the pro j ect . _ One job is cdrisidered tb - 
represent one person working a standard _wbrk week,; gerierally_40 
hours. A low/moderate incbme job is defiried a^ one in which the 
individual earns less thari BO* percerit of the median inqoitie of- 
:;the area. .. ; •. - • 
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Table 1 



Dji-df -Expected arid Actual 

Xny&^ments fQr 12 BDAG Projects 



ihvestirierit' 
source 



0DA6 

Private _ 
Other federal 
State 

Local . 
Total 



Expected 
at grant 
agreement ^ 

56r354r365 
531r880 
0 

129y000 



Realized 
at project 
cbnipletibri ^ 

$ :gr724rD24 
74r541r228 
7 57,769 
- 813,500 
207,491 



Difference 

$ (231 ) 

18,286,863 
125,889 
813,500 
78,491 



$66,839,500 $86,144,012 $19,304,512 



^Grant agreement amendments were recognized i 



^^Investment determinations were primarily based bri grantee 
financial and independent audit reports. 

Naturally^ inflation Was a factor in -c^ to 
increases in project inNT^eftments. But since the documentatibri ^ 
for these early-year projects did riot iridieate whether brtb what 
extent inflation was corisidered-^ an accurate assessjnerit bf the _ 
inflationary effects -is not possible. Reasons, city bfficialj arid 
developers cited for iricreased iriyestmerits iricluded the 
fblibwirig^: 

--Six prbjects iricr eased in itope- ; 

- --Two projects had design prbblems result ing in more costly 
modifications. 

—One project underestimated material costi • > 



Of the remaining three projects, two received additibrial state 
and local funds that were not provided; for in the grant agree- 
ment. The 12th project exceeded investment exp^ectatibns by les-i^ 
than $4,000". , 



Bmployroent: expect^tioris largely met 
by the_X2 surveyed projects 

In selectirig prbjects to receive UDAG fund's^ HUD considers 

the expected impact of the prbpbsed_ project on the employment 

•base of the city. _ Specif ically, HUD presently considers whether 
a prbjeet cbmpared with other projects tjeing reviewed includes 



— a greater number of new permanent jobs. 



\ „a greater percentage of ^fiew perinanent-^;3OT)S^ accessible to 
ioWer income persons arid iriiribr ities , ^rid . J v 

■■■ ■ ■; ' .' . ■ ^ • - ■ ' ^ - . ' - 

--a greater, perceritage of jobs f or persoins el igible linder 
the CbitipreHerisive Employment and Training Act.^ 

; HUD also cfprisiders cbnstruct ion jobs and the retenti^ 
*irig but gives them less weiglit in project selfection than the 

creatibri of new petmanent jobs, ^; . 

In the program'' s e^rly y^a^s ( 1978 and 1979);^ HUD only: , 
requested cities to provide , information on the .f biiowing types of 
p^rmarierit new jobs: ,(1) the total' number of pfermanent, jbbs to be 
created and (2) the' number of thes^ that were low- arid moderate- 
income jobs.. Since the completed projects we reviewed were all 
approved in 1978 and 1979/ our review could only address these 
.early employment, factors ^ which did not specifically ribte jobs 
for minorities or persons eligible urider the Gbmpreherisive 
Employitient Training Act. 

Of the 12 completed UDAG prbjects we reviewed, 1 was a 
housing project which provided no periharierit jobs. Nine of the 
remaining 11 projects generally met or came close to their 
employment expectations^ Specifics regarding expected and. actual 
new permarierit job^ and low- arid moderate^income gobs at project 
completion are shown in the fbllbwirig table. 
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^Eligible.persons are defined by HUt) as those who are structur- 
ally unemployed, underemployed, or from low- and moderate- income 
households . 
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■Table. 2 



^0mpar,fsbfv-^af Ei<pected and Actual New Permanent " 
: ' and low-^ami Moderate^! ncome Jobs for 11«UDAG Prcrfects 

i 



Expected Realized 
at grant at. project Percent 
cbmpr e t^Ibn^ real ^ed^' 



Project 
d e scription 

Ba 1 1 bear i hg p I ant 
Tool plant 
Shopping center^ 

expansion 
^Motel Complex 
Hotel -^(400 uJilts) 
'Biscuit 01ant 
Hotel ( 162 Tinlts) 
Roofing plaht 
Factory baUdIng 
Generator p I ant 
Auto component 

plant^ 

Total 



^rarit agreement amendments were recognized. 



Low/fflojerate Income Jobs . 
Expected. 'Realized ; ; • 

at gr«n»t _ at project Percent ' 
agr ee m e nt^ c6fnpl e tl6n t > r o a 1 1 z ed^ ' » 







. f;l50 


56 


55 . 


98 ' ■ ■ 


22 i 


31 

f ■ 


*^141 ^ V 


0 


31 






'"■ • .11 


■ i 

138 


8<= / 


"v - _ 




- :26<? 


. "35 


" 127 - 


25c 


- 24 


92 ^' 


302 


319 - • 


106 


290 


312 


108. 


40 


42 


105 


30:: 


- ; 33 


1 10 • 


o 145^ 


150 


103 


111^ 


100 




163 


167 


' 102 . 


118 i 


128 


JOS'" 


170 


146. 


. .■ - 


152 


r 140 


927 


80 ' 


^ b® 


■ 0 




0® 




200 ' 


134' 
A ; 


67 


83^ - 


27 




1,218 


1,126 


92 




860 
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^art-tlm^ jobs wore translated Into full-time equlyalerit jobs. Job determinations were 
based on graritee-prbv Ided i hformatlori and traced by us to devetoper's payrdi j records - 
where possible* » ; * 

Represents fu I l-tlm^ equivalent Jobs We computed, as original grantee Infbrftiatlbri 
recel^^iad by HUD hbted some emplbyment wbuld be partrtlme* - . > 

IhC^ the grant agreement dld^not. jtemiie expected Job$> emplbyment Infbfmatlbh specified 
in^ythe appl ication Was Used Instead. . ■ ' j ^ ^, : 

®ln September 1980, this plant closed and all personnel (36) were tarmlnatedi HUD classi- 
fied the project as complete In Aog.ast 1981; as the employment goal '''Gould ho longer be 
expected to be meti ^ ^. ; ' 



'Most Jobs _w^ 



_._ _ _ i__ V 

[ject_ed _to be realized until severaj years after HUD had classified 



the project as completer The employment figures presented : represent :^^ose expect"ed and 
realized at the time of* our aud l;t work; %<h Ich' was 2 y^ars after project completjoni 
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-Nine projects exceeded ' or substahtiaily for 
a "variety of reasbni. Arnpng_ the rea^^ 
and city officials were; the foliowi^g : \- 

The.. developer was conservative in estimating the 

^ • emplbymeht impact.; : >^ ^ * ' 

■ --An. iricrease 'in' the scope . of the. pro ject . resulted in more ;; 
jobs than expected. " ^ . " 

:;:;a gteater-th^n-expected vt)lume of; busing increased. - 
• " employment. ^ . • . 

■• - For 'the' last two projects that did not meet job- expecta- ^ . 
tions, one terminated operations before; HUD classified the; proD- • 
ect as complete. The second project was piannecJ^to create 3-0Or 
-iobs, within 4 years after HUD classified .the project as com- . 
plete . ftt the time of our audit work, L200_ofjthese .qpb.^p^er.e . • 
■^xpeirte^ and 134 were.; realized ' 'Th^- developer attril^uted- th^^ v,. . 
shortfall in" part to ecbhbntic conditions. ; ; _ : / ^ ; " ' 

fts previously mentionedV df the .12 projects we reviewed 1 .^^ - 
wai: a housing project that created ^no 'new permanent ^ jobs . ^ The . 
number of tempofarS' construction jo^s. that were realized ; fell 
Short of expectatiotis apparently because few^r-hougang units w,ere. 
built than or ifliriaHy- planned. This shortfall was due. to^th^^ . 
fac.t that, the gite proved- unsuitable for. the prig itial number of-,, 
■planned housing units and could dn±x accommodate a reduced 
number . ^ . ' ■ .-. / ' ■. . ;, 



faxes fell 'short of e: 

- -Box the 12, surveyed projects ■ ■ ; ' , . , 

. A UDAC3 project is expected -to increase a city ' s. tax b^s'e . • 
: HuMs review* o'f a proposed" p^rpject.- ih<:ludes congUdera^^on of the 

aririuri local increase in real estate taxes, Pther tg^xes, and pay- 
'ments >in lieu of" taxes as a result of " the proposed pro] ect . In 

selecting projects for fundj:hg^ HOd cpnsiders -whether a pro3ect 
•will generate 'a-greater amount of net .new annual tax revenaes in 

relation to th^ ums funds requested than" other projects. 

.. P , ■ ^ ■ 

The 1 2 'projects w^ reviewed realized overall *ncr^,ases m 

locai ta^c revenue's of $,283,553. However, this, figure fa].lsvcpn^ 
■sidefably .short.of- the /anticipated $8 17, 212, incre^e. Table- 3 
_ gt^ g Kfr+e^rrfpyniatibh in i\?oye detail . : ?\ ; ' 
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' ! ' Table 3 ^ . ^ 

Cdittparisoii of Expectecy and Actual I.n^^ in 

' . ■• Local Tax Revenue s/^dr 1 2 , UDAG Pif^bjects " 

/Pmject Expectfed at/. _ Realized, at Percent _ 
^description grant agreeny&nt^ project cdfepl^tidri ^ - realized 

Tool;., plant . $ 250/ $ 1> 2jOO 480 

-Hotel: (162 urtits) 36,00(J y 66,500 187 

Roofing plant 59,59^ " 76,533 128 
BallBgaring , ' ( 

' piant ■* 16,001}. 18,000 1 13 

Geri^^/^tbr plant 18,750 18,750 <^ ^ j_00 

Tqtai~^J^:. ^ - 
^ expect;ations ^ 

■ met . 130,590 180,983 - 139 

^Factory building 79,000 ; v ^ 53,325 ' " 68 
s|ibp'ping center , ^ 

Expansion . 16, 146 5,498 34 

JMotel complex ^ 50,000 1 1 ,759 24 

%pusing project 30,240 ^ 7,148 ' 24 . 
/oitb compbherit 

plant _ 72, 100 8,006 IJ 

Biscuit plant 179,142 16,834 9^ 

Hdtel ( 400 units) 260,000 ^ 0 - 0 

^^Tdtal^ * 

r ex^iectations j 

not met &86,622 1 02,570 15 

Total $917,212 . $283,553 ^ 35 



^Based on grant' agreements and any . amendments to them. In cases* 
where these dbcuments contained no estimates of tax revenues to 
be generfit^^^a , we infbrmatibn specified in the UDAG 

application . 

l?Based on grantee provided documentation and our verification of 
^ "^idocumenteLtidn obtained at the grantee's tax assessor's office, 
where possible . . ^ * 

^;Pr^|;^ct"^ hadT^een"€er^rihate<F as of September 19 80. .At 

difosedut (July 1981) , however , the commitment on property taxes 
was considered met by HUD. - 
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*As table 3 shows, five projects "met or ex'ceeded exg»ecta- 
tioni. 6iViibpers and city officials accounted, for this in^part 
with the foliqwing reasons: 

—Tax estimates were basned on expected investment. irivest- 
meht ineceased^ cbnseq^uently, tax revenue generated 
increased. ' _ .- • 

—Additional payments in lieu of taxes that were not prp^^^^^^^ 

vided for in the grant agreement were received^ by the :, . 
•■ -city. , : ■ , ■ ; ■ -V- 

—A greater-than-expected assessment Resulted in an, increase 
in tax revenues generated. *■, ^ • v-': 

Of the seven projects that did nor realize, ^xpebt^^^^^ 
the 4Q0-unit hotel project accounted for almbst.harf of the - 
shortfalls This project's grant agreement cdllSd- for a payment 
in lieu of taxes of $260,000 based on the anhual net cash flow^ 
generated by the project. According to a HUD area office repre- 
sentative, no such cash flow has been .pealized^ For the remain- 
ing projects, tjhe short iEaai - in tax revenue generated if due to a ; 
variety df reasohs^ some mentipned by developers and city off i^r 
cials were (1 ) tax project iohs' -i^^ 9" -" 

erroneous assumption that the : tax rate would increase ,'(2) a ' , 
prPject received a ^-ryeair'^^jtax abatement, and (3) original tax 
Istimates appearef inaeeurate because Pf changes in the. method ot-, 
taX; compptatibh : 

HUD r^cogniz^d there was a problem, in ^btainihg teliajDle ^^^^^^ 
estimates of Ideal tax increases ex^ected^ As aresulV* a ; ; 
revised. 1983 UDAG application requires^^mong other things, more 
specific information for estimating expected local -tax . . _ r 
increases. (See p. 33 for a further discussion tjf .the revised , 
af)pi teat ion . ) ' \- ■ ^. ; V; ■ 

HUP*s INFORMATION SYSTEM DOES ; •^'^ •^^^^^ 

NOT GENERALLY HAVE COMPLETE - . ■ ^ ^ " 

:,-.' PSOJECT DATA ——— , _ . ' . j "^ i^;^:' 

Fbr the 12 completed projects we reviewed, our f into 
showed signimcant differences, from HUD'S . irtfd.rmat ion ,system_ both 
for the primary goals expected and what was actually ^r^aiized . ^ 
The following examples illustrate some pf these . d.xfferenQes. 

—HUD'S ihforniation system^'indicates that a tptat^^^^^^^^ 
of $73.2 miiiion was expected, but we found a •tot.al 
expected investment of $66. JB million. Nine of the 12 
. • proj%;ts aecountec^ f or • this . difference i 
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— HUb*s informatibn system indicates that 621 Ibw- .^hd . 
moderate- iricome jobs were expedted and 464 .were realized. 
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Our review sfepwed differences for: 10 of the 12 projects^ 
fes ,we Jound 950 such jobs expected*: at^th^ .time of our 
audit, vjotk, of which 860 weire realized. _ In other words ^ 
;bur f indings^ $hbw almost twice the' number of low- and 
' moderate- ihebme jobs real ized .compared to !?te':,s informa- 
tibh system. ' ' . 



--HUD^s inf brmatibn system indicates expected local tax 
rev^^e increases of $2^ 9 millipn^ of which $ 1 67 / 000 ^( 6 
percH^t) was realized i Obr review showed differences for 
ail 12 projects^ 'as we fburid bnly $817/000 in. expected 
; taxesr of whic]^. $'284 / 0Sa>:::(^3^^^^ 

The fdllbwirig tableL^f u^thet* . the differences for 

the three, major UDAG gloal categbri^s. 

' . , ' ' ' . ■ . . ■ 

, Table 4 

Comparison of GAP and HUD Information on Primairy 





HUD. in^Qiftftyftlon system 


r 


GAO review 


Primary 
results 


Expec t'^Q ; Reali ze 


Perqen t 
realized 


Expected 


Realized 


percent 
real ized 


Investment' 












Private 

State/local 

Other 

federal 
UDAG 


( thousands ) — ■- 

$58,914 $35,812 
2,069 . 778 

: 2^455 396 
9 ,724\ 9,721 


61 

< ■ 38 

16 
166 


--- ( thousands ) 

$56,354 $74,641 
.129 1 ,021 

632 758 
: J ,.7^4 9,724 


132 
-791 

120 


Total : 


$73, 166 ) .$46> 707 


64 ' 


$66,839 


$86, 144 


129 


Eihplbyrheht 




■ < 


* 






v.— 

New/permanent 1 428 1 > 088 
Low/mdderat^ 621 464 


76 
75 


1,218 
950 


850 


92 \ 
91 - ^ 


Taxe,S' 
Lodal taies 


-■■ — ( thousands] — 
$2,924 $167 


- 6 


— ( thousands! 

$817 ■ $284 


35 



. ^_ A UpAG project recelve^^^pproval based on the information 
^presented in its application form^ which includes goals expected 
r^on private investment^ jobs ^ local taxes ^ and sometimes housing . 
These expectations.cah.be refined and revised somewhat when the 
fbrmai grant agreement is drawn up. -The grant agreement estab- 
,lishes the legally binding contract between HUD, and the city that 



A director in HUD's Office of Management accodnted for the 
differences in GAO and HUD information on expectations by nbtihg 
that hud's information system did not use grant agreement ih£br- 
matibri for the projects we reviewed. Rather, he said HUD|§ 
information was based on application approval data . The director 
stated it was not until 198 2 that HUD "^s information system beg^n 
recording employment and investment expectations provided fbr^ in 
the gtant agreements Purther,r he said a new tracking system^ is 
b^irig developed for use in 1 984 , and this system shbdld provide 
full (taxr housing, investment , and employment ) -'expectatibh 
information according to the grant agreements 

V Our basis for project expectations was^geherally the grant 
agreement. We also considered any grant agreement amendments 
since they can officially c^ ekpectatiohs^ Pbr iiSstrance, the 

grant agreement for one prbjeet originally indicated $2.4 million 
in privati investiSeht was expected ^ However^ when one of two 
developers withdrew frbm the .project , the grant agreem^ ^5^, 

amended to decrease private funds expected to $1 million. ^ 

'contrast r HOD' s ihfbrihatibh system continued to show $2.4 million 
expected i 

Seasbhs fbr differences between HUD' § information -^y^ and 
bur findings oh goals realized could not always be determined , 
and when they could they proved to be of a wide variety .First ^ 
the differences aire accounted for in large part because HUD* s 
information system does not use all available grantee reports* 
Grantees report the results of projects in quarterly prbgress 
reports and in clbseout and financial^status reports^ but ^ b 
the prbgress report information isj us^^^ 

system because this was assumed to accurately reflect project 
Results. ' The other two doc.iimerits ar^ su^ when the cbSr- 

^tructibn or irehabilitatiori activitl are complete and all UDAG 
costs (with possible minor exceptibris) have been incurred. The 
financial status report contains UpftG/ private , and bt^^ 
expenditure informaCion. ^ The cioseout status report contains 
inforniation on the number of _jbbs yet tb be ereatedi, whether 
all property has been assessed for tax f)urposes^ and other _ 
related information . If these two dQcumehts were. used in HUD's 
information system, the in£drmStion oh some projects' resuj^s 
would be more accurate. For instance^ oh one project HUD' 
information system shbwed hb private ijivestineht, yet the gr>»teg 
provided a financial status report showing a private investment 
of $29 million. This figure is also reported as 
by the final audit repbrt. Before w^Vlbrbught this and other 
similar examples tb HUD's attention; vHp^^^^^^^ 

that bther av<ailable project dpcumients bontairied more accurate 
information^ 

Secphd, HUD's information systemdoes not always reflect the 
latest gkahtee quarterly progress report. For instance, we^fb^^ 



hud's information showed a priva^e^ investment of $1 2. 3 million j 
* or_almost $9 million lessi This'HSb information as of May 1983 
was based on a quarterly progress report 61 March 31t 1982, The 
next progress report (June 30, 1982) showed private investment of 
§21.1 million . » 

Third, HGD' s informatibri system _ddes not always show moni- 
toring information that HUD field of f ices obtained through site 

visits. For instance/ rib Ibw- arid moderate- incom jobs were 

reported as realized bri_brie project by HUD' s information system. 
However > a HUD field office moriitdririg report indicated th^t 118 

such jobs were realized • Based on employment information 

provided by the developer, we determined 128 jobs were realized. 

Fourth, HUD'S irifdrmat ion system does not always fully 
repbrt project results up to the time HUD considers the project . 
complete^. Fdr example , HUD docuinents for one project did not 
shbwariy increase\in local tax revenue , but an increase of about 
$17/000 had been paid according to the county tax assessor's 
irifdtmation. Likewise, on one project HUD reported a local tax 
increase of $45,000, which was reported in a grantee's progress 
report. _ However, we found local taxes increased $66>500 by the 
tame HUD considered the project complete. 

Finally, HUD ' s ""information system does riot fully reflect the 
numtser of full-time equivalent jobs represerited by_part-time 
jobs. For example, HUb's informatiori shbwed that 36 new perma- 
nent jobs were expected fdr one prbject reviewed. Hdw.ever, of 
these 36 jobs, 16 were full- time j.dbs arid_20 were part-time , 
jobs.. We converted^ part-time jobs td full-time equivalent jobs 
resulting in 26 fuli-time jdbs instead of the 36 jobs HUD 
reported. Beginning with pirdjects approved in fiscal year 1983, 
howeO^> this coriversidri td full-time equivalent jobs was 
routinely beirig dbrie.. ^ ; 

HUD NEEDS TO TAKE ADDITIONAL ' , 

ACTION TO ENSURE _ UDAG 

INFORMATION IS COMPLETE . T ' 



We believe that minor revisions to HUpJ^s UDAG closeout pro- 
cedures cduld help toensure that its information system more 
completely portrays UDAG expectations and results. Currently 
the .prddedures^assign responsibility to- HUD area offices to ; : 

—review the grantee's financial status report and compare 
it for accuracy and cdnsistency with the apprbved UDAG 
i budget, HUD monitoring reports>'and other firi^ricial 

documents arid , . 

— review tSe grantee's closeout status report cdritairiirig 
employnvent, tax> and related . irif brmatidri fdr accuracy and 

. — — -i --— --» r «- i^^- • i - .- - -z- - - _ 1_ ^ A- « > M ^ >v 1 ■ 
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progress reports^ the approved grant agreement With any 
amendments, and other appropriate documents. 

The prbceaures also require that grantees submit anmial reports 
at the end Of the fiscal year on the status of the: project ^ntii 
it is complete.^ A project is considered complete when BSD deter- 
mines alPperformance requirements such s^-'3°'==^"l ^^^'^^ 
considered met or a best faith effort has been made and a final 
audit has been performed. 

AS previously ment ioned HUD' s UDAG informatioH system^ at 
present either does not have information or has only JJ^^ial 
information on project expectations according to the^grant agree 
sent or any amendments to it. : if grantee reporting forms, such . 
Ts the closeout status report, were used by the information sys- 
tem , this information on Pro3ect expectations would_still^ 
complete; This is because the forms are not designed to provide 
a complete accounting Of a project • s 'expectations provided for in 
the grant agreement Sr amendment. For instance, sUch^mformation 
for taxes or the type and number of jobs is either riot ori the 
forms or not noted as a line itemi 

In addition to expectation informatibri, we believe the : 
closeout status report and annual report need tcs be reyifed to _ 
provide a full accounting of P^Pi^ect results. For ins^ 
reports currently ask for information on_the """^^er of (l^ new 
permanent jobs, (2) low/moderate ip-^^j^'^^. ^l^l^^^^^ 
Xohs Generated to date or yet to l>e generated . The. reporting ^ 
forms^IllS alk for an explanation if there is a delay in generat- 
ina^idbi Ihese- farms, however, dO riOt .request any information 
on^hS riumber of (T) exist ing" jobs retained,:(2) jobs, for persons 
eligible under the eomprehensive Employment and Train ing_ Act, and 
Tsv temporary construction jobs. Also, there is _no provision for 
ixilairiirig why a project may have surpassed or will not realize 
Ixpectati^ns. Similarly, bJth,fornts ask . foj the number . of hous- 
ing units completed to date. But there is 'no provision for. 
explaining any deviatibris from what- was expected. 

i 

CONC LUSieN B 

iri reviewirig 12 completed SDA6 projects, we found that for 
these projects privatfe investment exceeded expectations, jobs' 
came close to expectations, but considerably less taxes than 
Splclid werS realized. HUD's UDAG information system, however, 
does not provide accurate or complete information on the SDA6 
results expected or realized from these completed projects. 
Iccurate and complete information is needed to assess the JJDAG.^ 
program's actual reiults and determine compliance ^fjh the legis- 
?ative iriterit, purpose, and goals bf the program; At present, _ 
this information problem is mitigated because very^fewODAG proj- 
ects have -been considered complete by HUD. However, the pro.. Ic.n 
till b^cSme increasingly serious-over time as the well over a 



thousand UDftG projects approved through the program's start and 
fiscal year 1982 reach cbmpletiohi 

We support HUD'S plan to base all expectation information 
•^bout future projects oh grant agreement information, in 
addition, we believe that this information should'be used £br 
projects already approved. tJDAS reporting forms, such as the 
closeout status reports, could be revised to fully shdw grant . 
agreement expectation information. This information qould be 
readily inserted on the forms when HOD field officials compare 
the results with a project's grant agreement expectations. 

We believe there are several ways HHD's information system 

can improve the accuracy of its data oh project expectations and 
results i HUD could 

--use in its information system the financial status report 
provided by the grantee and reviewed by HUD field offices 
for accuracy and consistency with other project financial 
dbcumehts; 

—use in its ihf orination system the closeout status report 
provided by the grantee and reviewed by HUD field offices 
for accuracy and consistency with HUD monitoring reports^ 
grantee quarterly progress reports, and other dpcumehts; 

t >---. -■- - 

— revise grantee reporting forms to ensure that all expecta- 
tions are accounted for with deviations from expectations 
explained; and 

— ^require grantees to submit, inforSation on\,pi:blect:^ 
_ immediately before HUD classifies a project/^as completeV*^^^ 

I^Tl^i TO THE SE CRE'I'ARY^v HUfei r ' ^ ■ ' 

~. • .• — : ' h ' — — *- ^' 



^^^We r^^^^ hud's UbftG i^for- 

mation^ system to (1) record each UDAGp expectations 

accprding to the, grant agre^ and . (2) use 

additional, available iJiformatibn provided by grantees on project 
results up to the time HUD considers a project complete. 

• ■■- * • -•■...iJ 

AGENCY CQMMENTS AND OUR^VM^UATION ■ 

'_ IS cbinmentihg on'^a draft of this report/ HUD noted that 
several steps have already been taken to record in the UDA<3 
information system a project's goals according to the grant 
agreement or its amendmeriti However,, for ^projects agprovgd 
before this procedure began in 1982, flUD stat^^^ it would not 

J be cost-effective to go bdck into tfie data base to obtain such . . 
informatidri. 
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0ur final report recognizes that > .^accpE^ta ii^g^^^ 
Hub's Office of Management, "the ubftG inf-ornj^fri;©^^^^^^^ 
grant agreement information on jobs and investments .for projects :- 
approved since -I^SZ. In add it i&n , we are recogniz ing that a^new . .. r 
tracking system is scheduled to be_set a^^-in ■1984 to obtaan full x , 
expectation inf ormation according to the grant agreement, for - . : . . 
ftature projects. Regarding previously approved pro jecjts,, we . 
agree with HUD that it could be a costly undertaking -if aia prog- 
ect files had to be reviewed solely to obtain each prp:ject s 
expected goals according to the grant agreement or its amend- 
ment. However, as stated in the draft report, HUD^ procedures . 
now provide that after construction is complete on a; prog ect,, HUD 
field offices should review a project's grant agreement; and any 
amendments for comparison- with other project documents. Con-_ 
secjueritly, we believe the needed information could be obtained 
through an existing process. , •. • _ 

In commenting on the use of add itional available .informa- ; 
tibn on project results, HUD stated it is now in the process of 
expanding the information system to suppbrt_the program'^s comple- 
tion activities: HUD said this new system .will reinforce and 
" integrate existing tools to collect final project data, such as a 
grantee's final quarterly progress report. 

we believe the' expansion of " the information system is a ^ , 

positive initiative/ which will be responsive to the second part 
'of our recommehdatibn when it is completed. . ' 



G 



\ 



3 



eHftgf ER 3 . ^ 

MANY SMALL CITIES MAY NEED HEfcP 

TO SECURE A UDAG AWAR D 
~ ~ ^ 



i^v Lfg^iMtld^ than 25 percent of each 

edWs UDfijG iaiP f or_ awards 



^eai?;^s UDAG,;^ tb small cities 

(gene/jpal^^^ af thos^ with- pb^^ SOrOOO) .: Prom 

'^He ^^^^^ i'ft^ 1978 thrbufh. the end of fiscal. year 

1982r. Bmkll^ short of this 25 per^ 

bent mad<|/-^ fiscal year 1 982^ $ 1 42 ; ' 

5 millicm'p^ $2A6 millrpn in^'tunds set aside for small cities wai ' 
unoblXg^fted/ Thi^ $21 6* mill4.on^-t^^^ betwein 
funds a^pro|>r iat^d f br f isGai'. ^ear;; 1 96^. and ahobligfated small 
city,: furids avf Xlable tirom previous^ yeark,,^ D^spl^te ..the availabii^ 
' ity of |unds ^ th^ overalf per.ceft ta^ge of -pVt^^^^^^ 
small cities- that Have applied * for 4 UDA^ haig been I'dw* . In 
October] 1982 r HUp'> reqords indi^ s^ighMy les's 'than 8 

percentj'Sf the iPr 16t p^ eligible small tiities had ever . 

applied for a UDAG , . whi^le j u$t over A percent had received ' 
fundingil " ' . ■• ; -^^^ ' ...r^^* .:. ^p- '■ : 

Fiscal year \1 983 saw incrgasin^^^ in regard to :?ra^^ 

city UDAG awards.^ / The awards million^* w^ 

fiscal year 1983 set'-aside and reduced' the amount o£-; funds^car-_ 
ried over from previous years to $7^ Neve^SheiesS^ the 

Congress remained concerned about the ability small cities to • 
participate in the UDA(3 program i - As a resulty-^Sthe Hbusin^^ 
Urbari-Rural Recovery Act of 1983, sighed into law' oh Npve^ 
1983r authorizes up tp $2.5 million of yearly UDAG funds to hSlp . 
increase, small jcity. participatibh 4h the'^prbgram during fiscal 
years 1984, 19,85, and 1986. - • ' • . r .'^ 

To determine the reasons fbr"" the hi st^^^^ 
participatiohj^_ we analyzed UDAG application arid funding data, • ' 
interviewed .HUD officials ; and" surveyed a Statist ibar. s of 
the most severely^istressed ; small cities that werjteoten 
eligible for a UDAG, but had .never applied or ha^ a^ 
success, . We found that >" * ' ' ^'r^-i 



j\ .--participation in the UDAG program is stiron^gly associatpid ^ 
V. ^. wii^h t:ity size, with a relativ^^^ low ;percentage of ..;eli^ . 

gible cities with' popuiatibhs. un d g|r l b ;bbO a ^ . or 

^ recei"ving funding* ." ' '~- 



leities are potentially eligible, for UDA^ f undjng ojrt^\tfie^^ 
meeting hud's minimum standards' for physical; and economic dls- • 

^tressi Pbtentlally eli^ alsb dembhstrate 

results -in achieving eettath equal opportunity gbalSi ' 
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--many surveyed cities were not faniiliar with the UDAG ' 
prbgrairi; and 

--surveyed cities^ that ' knew about-, t^ 

serious difficulties in planning and carrying out UDftG 
projects and in finding interested developers and app?:o- 
priate private sector financing. ' 

HUD has taken initiatives 'involving technical assistance' 
efforts and increased field of f ice^respopsibil ities for UDAG 
which may generally help to raise smalT^^^^^^ the\ 
ptogram. We are_recommendlng_ ways to supplement and improve.^ ^ ' 
these initiatives to help meet the congressional objective of 
increased small city participation i ' ^ 

UDAG PARTXCX PftTION v . : / . v, 

DECREASES -W ITH CITY SIZE \ . : / 

At the time of our auditf HUD was aware of . the^pverall ^ 
centages of eligible small cities that had appli^dvf^ UDAG 
•'(about 8 percent) as well, as the number, funded (about _ 4 per- 
/. cent )^ HUD had 'hdt'^ hbweVer ^- broken dbwa/t^ overall figures ^/ -v 

. into narrower pbpaiat ion, strata . Thi^ ■ ;jLs: perhaps be the - : ■ ^^^^^ 

; UDAd requirements simply stipulate that at least 25 percent of 
• each year' s UDAG appropriation must be set aside f or small. ^ ' -^ 
citiesT The regulations make hp further requirements^rega^ ^- 
.the distribution of UDAG funds, among ^vatious popuiation^s 
V .' -small ■ citi^es . ■ ■ . _ ^ ..^ ' . ' * 

We decided to make detailed, statistical breakd^^ of small 
city pa'rtfcipatioh in order * to determiiVe-^^,.^ extent to which 
' selected/pppulatioh ranges va'r ied f rom^iHUD ^ s oyera^ 
: -^ges. T^^ do thisr ^^e compiled \UDAG;appl ication: and fu data 
. from- a September 1 982_HUD listing of 10,161. .small cities poten- 
tially eligible, for UDAG awards J By^'^l^^ 

pbpuiatidm.ran^^^^ .we found that 'the' f afefei- of . small , city partici- 
pation was .strohgi^^ associated wi^ size^ Tables 5 and 6, 
on the ri^xt pages , 'ihow overall participation data for various ■ ; 
sizes pf cities. ■ > ■ ; ' 

Table 5 shoWs - fchat small cities--;with' pp^^^ 
were applying for and receiving UdAG^.f unds to' a much higher _ 
degree than the overall averages. Altogether , abPut half L2€6 ) "^^..^^^^ 
of the 536 eligible small .cities with:' popalatidns over ^^1 ^ 
_^^_have_appiied^ 

funding i Thefee higher percentages must be balanced>Tl<5^^"^rr" " 
against an awareness that cities with, pppulatiort pyer 10,000 . .. 
represent about ^5 percent of the s!nall cities potentially 
eligible for a UD^G. : . J ; / ' . ' ^ 

The small cities tinder - jOyOOQg whitjh include the, ^^ 
percent of the potentially eligible, sinall cities ^ preseht a case 



EKLC 



in contrast. As Sable 5 shoWs^ more of /these cities have, applied 
for (517) and r^qeivied . ( 249 ). a UDAG than the small cities over 
iO,dOd« However, these applicant and recipient cities represent^ 
only^ small percentage of lEhe 9 ,625 cities in this under V0, 000^ 
range i : Because the vast majority o£ the eligible ^mall cities 
■have populations under. 1 0, 000 , HUD$s overall UDAG participation 

•V- jpercehtages mainly reflect the activity of this large group of 
fcitieSi^ . ^ ■ • 

' , " ■ • . ■ 

'/ ' " Table 5 . 

< Small : Cities' _UDAG Appl icat ibh/Fuhd ing 

' ■ Statistics<^ 





Number of 
el ig ible 


Applicant 


cities 


Funded 


cities 


Populatidn 


ci^bies 


Number 


Percent 


Number 


P&ccent 


40,000-49,999 ' 


'\^ 19- 


13 


68.4 


1 3 


68.4 


30,000-39,999 


■-. 56 


36 


• 64.3 


20' 


35.7 


20,000-29,999 


98 


53 • 


54. 1 


37 


37.8 


10,.0b0-l'9,999* 


363 


164 


45.2 


1 03 


28.4 


under 10,096 -'^ 


9,625 


517 ■ 


5.4 


249 


f 2.6 


bverail 


10*161 


783 


7.7 


422 


4.2 



^eovers the period frpm_ initial UDAG applications and awards in 
ig78.uKtil Qctob 1982 and applies to $mall cities listed in 
September - 1982 by; HUD's Ofifice of Management as meeting minimum 
standard^ for physical andK ecpnomic distress . Small cities, 
meetihg these d istress st^ildards are considered td be "poten-- 
tially eligible" fipr UDAqs , though they must .also demonstrate : 
r.esults in achieving certain equal Dpportuni ty..^goals . 

Further statist icaljbreakdpwns of the population^ range under 
jdjOOO showed that qities with populations under 2, 50^ very 
ipw applicatiQj}- an as indicated by table 6^ 

.These cities nmke up, 80 percent qf all the potentially eligible 
smail eitieSi 
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Table 6 



IU3AG-Application/Furidihg Stat istics for Citia 
■ ~ Populatioris Under 2f5D0^ ~ 





i>| U 111 kJ\^ I. V/ J. 


< 


r- 


Funded 






eligible 


Applicant 


cities 


cities 




cities 


Number 


Percent 


NumbejC'i 




2, 000-2,499 


405 


•40 


» 9.9 


16 


4.6 


1 ,500-1 ,999 


588 


.39 


6.6 . 


1 6 ' 


2i7 


1 ,000-1 ,499 


9J5.6.. _ 


42 


4.3 


1 3 


1*3 


500-999 


2,051 


. 34 


1.7 


- 15 


6*7 


under 500 


4,067 


^2A 


0.6 


_I 


0.2 


Overall 


■ 8,077 


•179 


2.2 


67 


0.8 



^Covers the period froin initial UDftS applications arid_ awards, iri 
1978 until 6ctob«: 1982 and applies to small cities 1 iste<3 in 
September T982 JSy HUD's Gffice .of Managem^ as .meeting rain imuin 
standards for physical and economic distress. Small "cities 
meeting these distress standards are considered to be "poten- 
tially eligible" for UDAGs, though they must also demonstrate 
results in achieving certain ecjual opportunity goals. 

Mbre than 50 percent of applicant cities witfi populations of 
2,500 and over received UDAG fu^jdirig. »Even applicant cities:^ 
under 2,500 have a success rate approaching 40_percent. Table 7 
shows the .success rate broken down by various population strata* 

■■ •■■ ■ . ■ ■ ^ . 
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Small City Applicants' Succ'ess 


Rate^ 




: Population 


Number of. 
applicant 

;^i^ie^ 


Number of * 
.funded 
cities 


Percent of 
applicants/ 
funded ' 


> 


46 r 666-49 r 999 


■ ■ ^ . 


' \ i 


100 




3ereee-39r999J 


36 




55.6 •; 




20rDD0-29V999 


■ /^SS ' 


37 


69.8 




lOr 0.00-19^999 


164 


'y. 103 


62.8 




2r500- 9r999 


338 


f 182 


^ ), 53 . 8 




under 2^500 


? 179 


67 


37.4 ■ 




; • Overall 


783. 


422 


] ■ 53.9 





^As previously noted, this data covers the period from initial 
iODAG applications and awards in 1978 until Odtgber 1982 an8__ 
applies! to small cities listed in September 1982 by HUD's office 
9? J^?P^9®^®0^ ^?_n^s®ting minimum staindards for physical and. 
economic distress, 

HUD's small city 

As noted earlier r HUD has overaii-stati^ small city 

participation , bufc^ not the detailed population breakdowns that we 
have presented abbve . HUD' s data system already has all the; ■ 
information; needed for t.hese tables/ but lacks the programming^:^:^ t^^ 
generate them^ We believe that these ta.bles are useful in isola- 
ting and tracking small city participati?on trends. 'The tables 
would need' to be updated after each quaifteriy funding round, as 
well. as whenever. the eligibility list . is updated • Updated tables 
should, for' instance, reflect the latest eligibility list, issued 
in March 1983, which reduced, the number of potentially eligible 
cities from 10^161 to 8,622 • Our .tables were developed through- 
the time-consuming process of manually comparing thousands of 
e n tr.ieg^QjD^ f g^Jf ' f f er en t compn t er pr 1 n fcou t s 1 i st ing i n foCTia4Uon>-> 
on eligibility , funded projects, nonf unded applications, and 
applications being held for further consideration . . 

HUD also lacks other informati^ tools, that would be useful 
in its ef for4:s \to increase smali cJ^Jty^participatio In UDAG^ 
Specifically, the data system iack|' the prog.ramm to ..,•..<> 

identify by name ( 1 ) small citi^$ that have never appl ied for a 



.UBAG and' (^2) smaii cities that h^ve applied for a ubftG withqut 
arix;success. Additionally, -the data system lacks the prog r/ammi rig 
tp^iist potent ialiy eligible small cities according tb theit 
degree of eGoridmic distress as measured' by their impaction per-^ 
ceritile^. ( rather -than simply alphabetically by state); ' As a 
. ^reauttV-^^^^ would be d if f icult for HUD to f opus atten- 

;ltion on dities ot this sort ^ since the lists woui'd have to be 
•'"developed and updated manually. We encbuntered this problem our- 
selves when establishing a survey universe of highly distressed 
nonapplicants and unsuccessful applicants foi^ our telephone 
interviews (digcussed below) • We again had ttb manually compa^ 
the thousands iSf • entries^ in fHJD^ s el i^ibil it and application 
^history lists in order to select the^ppropriate cttieSi ' 

, _ -Similarly^ in order to learn how the statisti^cal data in . 
tabled 5 and 6 were d istr ibuted ^y states we: again had to inspect 
these lists ^nd Sanually develbji^tha state participation table.s^ 
which are presented in appendix ' ; 

_ : _ " ■ ■ " . \ ■ T 

Whai:_f actors contribute to ^ 

i:ow_ small city , participation ? . ^ ^ 

*&> determine wh^ such a rarge hum smail 'cities are not 

. participating in the program^ we interviewed a random sample of 
hbhapplidaht. cities that., w potentially eligible for ^a UDAG/ 
along with eligible citiet.s t(hat had applied without success . 
Since a small city's degree, of distress is the primary leg^isla-- 
tive criterion td be used in 'awarding UDAG^ fun^s 
grants td ndndistressed commTin ttit«.^^;-containing^ 

erty) / we limited our. .samples to cit^s that HUD deterS^ were 
most economicaMy distresse^^ Our/^statisticaijsampling tec , 
niqu^s and structured interview quefstionnaires enabled us to 
project our findings to 553 of the 628 most severely distressed 
nonapplicant small cities and ail 33;' of ^ the most severely dis- 
tressed small pities^that app uhsuceessf ully • HUD divides 
small cities into three population ranges wheri' calculating _ 
impaction scores; Th;e results of ;bur statistical sample of the 
mbs^ distressed small cities, were d istributed among these :^hree 
ranges as follows: (H pbpulatibh 25^000^49*999: 4 nohappl leant 
cities and 2 unsuccessful applican cities^_(2) pdpulatipri 
. 2 f 566-24^ 999 r 123 hbhapE^^ cities and _ 28 unsuccessful appli- 
cant cities; and (S^ population under' 2,500: 426- ridnapplicant 
cities and- .3 unsuccessful applica^^ cities. As can be seen,; 
small cities with pdpulatidns under 2,500 make up the majority 

_•_ ■ . ■ . . ' ' _ _ . , . ■ . . ... . _ _ ^ ;. 

Si'he iitipact'idn percentile measures relative economic distress : 
based on the age of the cl-ty' s housing stocky the degree of ^,its 
^poverty, and the lag in its population growth* * The 5core ranges 
^ f rom less tlian- 1 .*^,( the most ..distressed ) to 100 (the least ^ 
: distressed ). , > - ^ 



(77 percefit) b£ these 55 ^^mo^s nonapplicanib cities i ^ 

In presenting (iur; jSutvey resu , we_ give both aggregate response 
figures for all n cities and figures* for small cities 

with" populations under 2/5.00. _ * " ■ ■ 

To obtain HUP's views on th'^se problems , we interviewed 
principal UDAG officials, including the UDAG of f leets : seven ^ 
senior 'S^veldpment directors wha supervise the UIDAG^ application 
review process. ^ • 

MOST NONAPPLICANT CITIES KNOW ■ ' 

LITTLE ABQIJT THE UDftG PRQGI^AM - ■ 

_ - _ ^ _ _ ■_ * _ •■ 

A city's knowledge of the UDAG program is cracial , because it 
is a competitive program reqair ing initiatiye'^f rom the city it- 
self. We asked the^noaappi leant cities ;*3:n qur sample to charac- 
terize the ir awareness of the programs - "NS^rly 75 percent (403 ,_ 
out, of 553) said that they had iittie or no knowledge of the pro- 
gram while the rest (150) sai<3 that they hid a great or moderate 
awareness. Table 8 stratifies the responses by the tliree pbpiula- 
tion ranges that ,hBd uses when calqulating impaction sco;re^: 

' ' Table 8 

'-' ' .. _' .^^saea*^ ___ 1^ . _ 

■ Small Cities' Awareness of the UDAG Program 

• ^ Percent of most x3 is tressed' sittalj. cities 
Great Moderate ^ Little or^^^; 

Pbp>ulatibh range awareness awareness no a warenisss 

^— r-^^ — r-( percent )-rr^^: — jr — - — ; — 

25,000 to 49,999 50 : 50 i 6 • 



2,500 to 24,999 31 29 40 _ 

under 2,500 .4 13 83 

Once* again, the problem area--ip this case; a lbw_ awateriess of the 
UDAG program — is associated mainly with the smaller cities , par- 
ticularly those with pbpulatibns*. under 2^500. / 

Most of the UD/yS sehibr development directors agreed that 
small cities' lack bf .familiar ity with the UDAG program is a_ 
ma jbr p;coblem . ^As some of these senior ^itectors noted , many 

small cities h^e narrbw cbmmuriicatibn 'netw^^ and lack a 

full-time staff, which complicates inform^tl^ efforts^' 

At present, HUD has no central UDAG information outre 
mechahism. One cbmprehens ive outreach effort wa|.. undertaken late 
in 1982, when HUD headquarter^ provided the field offices with 
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/ .. _____ _.___■•_•■_•_■'.'.___. • ___ ___. _• ^_ ^•__^_:_:_ _ _•_ __ 

one-p^e UDftCS flyers ( see app* V) to be sent to ali potentially 
eligitale §mall fcities^ Several UDftG senior directors^^^ 
howe^i^r, tliat a single_contact with a potentdaily eligible ^mall 
city E^robaBly would ; not be e get tt Jd^in^^ vising 

the ilbAG program. The y stre ssed the nee d fo r f rfegueh t> repeat e c| 
contacts in order-^.to .effectively educate small titles ^^a^ 
program and to identify the ones that had become serioasl^ :. i 
interested in applying. , ■ ^ : • ? 

_' Both HUD and'non-HUD information sources proved to be / 

important for the 15^ cities in our sample that had a gireat or 
^moderate awareness of ^t^^ ObftG program. Somewhat le3s than a 
qdarter of them obtained program informatioa^^^ various 
HUD sources such as UDI^G pamphlets, reguiati6ris> ^appli-Cjafcib^ 
forms, or discussions with HUD of f tcials>£;^Anbther qua^^:Sr! - — 
lear ned about the prograin solely . f rom no^^ _ . 

state and local officials^' hfews drticles^ consul tihg^ r^ 
developers* fibre than *haif '.of cities> thbugh> le abbutv 

the prbgram through both HtJD arid nbh-HUD\ s^^ ' ; 

N0mPPLlCANT5 WHO KNOW ABOUT THj pRQGRAM 
FACE PLANNING ANg- FINAMCiy>G PROBLgSS 

Mbife than half _:bf tK^^ were familiar with the 

grbgram talked to' HliD abb^^ the possibility of applying for a 
UDAG. ' V all of theim characterized HUD' s explanation of 

the prbgram as be in^ very adequate or , adequate . None of these 
cities, however, submitted a up^ Shey qited^a . 

variety of problems^that^hindered tfiein from subm'itting 6he^?sbme 
'involving the citiesV own. planning capacity and others involving 
Jifficul^ in iocatingari interested develbper or securing 
■aSequate .p^vate sector firiancihg^, 

XIDAG- application process exceeds ^pabilities 
of_sx)me small xrity governmehts^ \ 

; a' gbbd deal of planning ds heede tb structure a UDAG apiXi- 
catibOi Ah eligible city---^latge^^^^ small— -must present HUO with 
a specific project that is well deyelbped. ^The city must 
describe the project's nature, scb^e, and benefits^ The bity 
'must alsb demoristrate that-the project would Tibt^be econqmjLcall^ 
feasible without UDAG fUiiding by providing det 
estimates and^ cash flow prbjectipn;! and analyses. 
the city^^ prbvide evidence of financial capacity Ja^ 

cbmmitmerit" f rbm^ the develbper, the lending instltutibn, and other 
invbiveS .parties. . * ; 

'^^^ the 150 severely distressecJ nqnappli^ 

that- fertew program whether their staff resources were:. 

adequate to gut together a UDAG project^ We also asked if they 
iiad funds "Available to hire outside^elp to assist their staff in 
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^ ■ ■ . ■ 

Table— 9^ ' 

Ndriapyli cants; Problemg With cit- y Staff C a pacity 

: , ./^^ / ' ' ^ Cities with 

.: ' . ftii pops, under 

Problem . ^ sma lT ^ cities 1/566 



(percent) 



Lac.k of staff to plan and carry: ^ 

but a UDftG project 32 33 

Lack of city technical expertise to ' 

■ put together a gdSG project 19 : 33 

Lack o^ city funds to pay for _ __ 

outside help to plan a* UDAG project 57 . : 78 

Most cities mehtibhirig a lack of technical expertise also said ; 
that they were short bh, staff. Arid rieairly all of the cities 
mentioning' a shortage of staff also stated_that they lacked city 
funds to hire outside assistarice f or a UDAG prb ject . Basqd on 
their responses^ theri we bel ieve that about orie-'third of these 
1^50 :gities are severly hindered front applying for a UDAG by a 
lack bf capacity for project planning and development. 



s 



The UDAG Senior DevelC5pment Directors recognize that th<e ^ v 
lack of capacity to put together^ a UDAG project is a serious 
problem for many small cities . Most of the senior directors said ;/^. ' 
that small cities may need an intermediary to help them package / 
an application^ They suggested a variety of useful roles that;, an 
intermediary could play, including information outreach to cities 
and developers; identifying .small cities that have potential. ; 
projects and brihgihg them into bdntact with. HtJD^ and. actually / 
helping the cities with potential pro jects to , develop an applica-, 
tibn. Favored candidates for the rble bf an iritjrmediary v/ere 
State -agencies and ^ to a lesser degree^ regional plaririirig dis- ^ 
tricts ^nd cbuhties. The recerit legislat idri would provide ; i. 

technical assistance grarits to state agericies and municipal ^ 
associatibris ( among others) .to help small cities participate in 
the prbgram (see p. 35) . ' • ' * / 

Difficulties iri Ibcafcirig • * . 

private sector participants ^ " ^ 

.Along with the^ issue, of , whether small cit ies .,:have the capa"^-^ 
it'y to put together the elements of a UpAG project is the cruci^i 
question of whether these elements are even available to the^;* 
There can be, no UDAG project, of course^ without private aectqr 
participants-^^usually developers and lending insti tution^r-that 
aire willing td work with the city on a project appropr iat^o f br 
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UDAG assistance. The 150 severely distressed noniipplicant: cities 
in but? ; sample that, were famiiiar" with the- progra^ 
cant problems in this area/ aithbugh legs ih ftridihg- a develb^ 
than in finding adequate priyate sector firiahcing. 

.v' ./^^^^ these hbriapEn.icant cities whether the lack of 

interested dfe\^e^^^ \^ factor in^their not applying for a 

UDAG^ with these results: 

^ _ ' ■ ■ * •' , ■ i' 

Table 10 . ' / ' 



Nonappl i ca^nt^s ; 




... * Cities withr ■ 

Developers ftii^ popsi under ' 

lack interest s.ma^ll cities/ , 2,500 



— ( percent ^ rounded) — - 

prbbabiy- 37 . 25 

Not sure ' 20 '38 

•Probably not 42 \ ' / : 38 ' 

In addition tb irid icat irig . the overall ex ten t of this problem, 
these percentages iddress the issue of whether cities with 
populations under 2>$00 perce ive themselves as having greater 
' difficulties in finding developers than the larger comiTiuni ties w 
. Our sample_showS that the rate at which cities with populations 
under 2,500 ci ted^ developer interest as be ing a problem is actu- 
ally lower than , the overall rate , though their degree of 
uncertainty on this issue, is greater. 

Adequate private sector financing is the other critical 
element^in a Ugftp project^^ This process involves two closely 
related requ^r^m^'^ First, a project ' s^finaneing must be 

structured ^ BKat the priyate sector irivestmerit exceeds the 
amount of ODTi^ . funds requested . Currently / the UDAG reguis^tioris 
stipulate th'alt -p have ^;.t least $2.5 of private 

investment for every $1 bf UDAG funds (br^' to use HUD^s tgrmiribl- 
ogy, a project must have a miriimiim "leveraging ratio" of 2. 5 to 
1)i Histbr ically ^ leverag ing ratibs fbrv:|uhded small city prdj^ 
ects are bften higher than this , averag in^ a 6 tp^l between 

%919 arid 1982,_sirice a higher ratio makes a project itidre competi- 
tive arid _ more .likely to be funded . Second / a project application 
must iriclude firm commitments by the private sector pgrti^ 
dembristratirig that they have the financial capacity to deliver 
the rdsburces necrecSsary to carry out their, part of thg_ project i:; 
In agreeing to commit these renounces, the 

GpociCy the amounts, torma , condi taonS , : uson ^: pur^ and 
timing of each part of its invesfcmdnt . 



29 



42 



EKLC 



These private sector furidirig xeqUiremerits were a corniTton 
problem for the 1 58- ribnappliearitiiiCities.iri^ o^ The . 

following tabi^ shows the perceriUges of the cities c 
as^beini 3 sigfiificant factbr in their decisibri not to apply for 



Table 11 



>plicants:, Problems With Private Sector 
Problems 




Cities with 
pops, under 
2 y5dQ 



(percent citing aj^gfeat* 
"very great" problem) 



or 



;^ Obtaining - thf^ required ^ 
amount of private, sector 
f urids . , 

Getting firm financial 

commitments of private 
V; sector fUndingj 



76 



63 



78 



56 



AS the tabl^e ^indicates, the perceptions, of cities with popula- 
tions under 2,500 does not differ greatly from the overall rate 
for all small cities. . 

The basic :problems of find irig interested developers^ obtain.- 
ing private sector funde^, • arid getting firm financial commitmerfts 
are interrelated in mafts^ instarices. About two- thirds ^of the 
cities citing problems firidirig interested developers also said 
that they had problems obtaining adequate private sector funds, 
and over three-cjuarteirs of the cities citing problems obtaining 
private sector furids alsj|^ said that they had problems getting 
firm finaricial commitments. 

_ __ . . . . _ _ . 

A few cities we interviewed stressed the need for HUD to 
publicize the UDAG program amorig private developers arid inves- 
tors, arid to promote meetings bri UDAG betweeriHUD arid the private^ 
sector. They beli^eyed that the average, developer does riot^ under- 
stand the application process, especially the requiremerits^ 
dealing with the firm financial cbmrrlitmerit . 

The UbAG senior director s rioted that the HUD field offices 
had at times sponsored or part icipated _in economic development 

workshops or seminars at which the UDAG program was pi/omoted 

among state and city officials, along with various^ ppivate sector 
parties such^ as developers , bankers , members ofyHptaii merchant 
associatioris,/ aritj chambers of commerce . However , 

directors v^ere riot able to offer many specifics ori\t;hese efforts^ 
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such as . the frequency of these iridividttal effbi^t-Si According to 
one senior director, these meetings do not represent a consis- 
tent^ organized HUD efforts 

UNSUeeESSFUL ftPI>LfeATieNS WERE HSGAfJiY 
tJNKEf) TO FTNftNCTNG PRQBt^MS 

Between 1978 and October 1982, about- 770 UDftG applications 
from small cities were not funded , usually because HUD officials 
determined that these cities did not adecjuately satisfy UDftG 
program requirements or because the cities themselves withdrew 
their applications. The tJDAS funds requested in th^se small city 
applications amounted to over $8&0 million. 

According to HUD records in October 1982 , _33 of the most 
distressed cities with impaction percentiles of 25 or less (as 
measured by the age of the city's hdusirig stocky degree of 
poyertyr arid the lagMri its population grpwtll) had applied for 
UDAG 'funding without any success . Altogether , these 33 cities 
had submitted 43 appl icatipns : 25 cities applied drice; 7 applied 
twice; and i applied 4 times. We interviewed^ representatives | 
'front all of these cities to determine what problems they had 
encountered in obtaining UDAC3 funds. 

We found that over 7 5 percent (^32) of the 43 ; appl icat ions 
'were unsuccessful because of variqus problems^ in obtaining the 
■^on-UDAG financing needed to complement the requested UDAG 
funds*. The cities described thei.r particular linancing problems 
as follows : • , ' * 

i ; 

Table 12 ' ^ ■ 

Unsuccessful Applicants; Problems Wi th Fjriaricirig 

ReasdriSici|ted by .cities for: ^ Numtler of ' 

their appl icatiQris ' failure' ' applicatidris' 

Failure to, secure prrivate 
sector financing 

• Withdrawal by the developer due 
to f ihanciai d if f iculties 

Unwillingness of the developer to provide 
required written, financial commitment 

\ _ • . 

Unwillingness of the developer to meet > 
the leveraging ratio HUD recjuested 

Inability of thcj city to get a written 
financial cdmmitmerit_ f rdm a . 

participating federal agericy _1 



21 
3 
5 
2 
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The remaining 11 applications were unsuccessful for a variety of 
reasons which do not fall into any signifies patterns. 



Some projects ^re proceeding V j^ : - ^ 

Eight of the 43 projects which were turned down for a UDAG 
managed to get built ahywayV/ One of these wais able to proceed by 

redueing its scope and using state funds. Four other projects 

used. funds from other HUD programs , such as community development 
block grant funds; however^ two of these prc5jects were reduced in 
scope. In the remaining three cases , the projects proce with 
developers' own funds— although .two were reduced in scope. 

Fit teen of these 43 unsuccessful applicant cities planned to 
reapply for a UDAG ^during 1983 . The pro jects that these cities_ 
are considering are split between new projects and modified ver^ 
sions of previously rejected ones. These cities^ along with the 
nonapplicant cities we interviewed^ indicated heeds regarding, any 
future UDAG appl ications ^ which are discussed in the next . .' 
section. ' / 

NEEDS CITED BY SMA£fj XtTiES ' 



As our sur\7ey results indicate/ many rioriapplicarits and 
unsuccessful applicants had' difficulty in locating the basic ele- 
ments of a fundable UDAG applieatidh--especially private .sector 
financing. To determine the types of assistance thegg . ciitles 
might need to develop a successful. application^ we asKed them to 
rate their needs for a more, streamlined application process,^ 
additional program information^ arid technical assistance . We 
then asked the UDAG Senior Develdpmerit Directors to comment on 
these three areas. 

_As the_ table below indicates /_ both nonapplicant^ and unsuc- 
cessful applicants expressed a similar degree of need for program 
information and technical assistance , while the urtsueeessf ul _ 
cities more frequently called for a streamlined application / 




process. 



45 

32 



- - ; ^abie 13' : • '.:( . 

' ; Ndnappiicants • j . ■ . ^ 

; ' , : ■ . fajtiiliar' With • Onsucces&£ul . 

Need ' -prbgraiti , applicants 

■ ' - ••'^^----~'----Jpercent)tt-" 

Streamlihed applicatipn - 

. process * . ; . . * 58 ; 74 

More program information ,k 29 30 ^ . 

Technical assistance^*; .37 ' '42 

Sfcreamlinirig-, the applic a t i on proce ss 

' ' The UDAg appiicatiori process prompted ; cbmp^^^^ many 
vOf 'the 33 un'successfal appliearits; Eleyfti of ,theni criticized the 
Application- form itseif ^ eharac?terizihg_;it as_beihg: long , cornr- • ' 
pieXf. dupiicative^ ,aha nee^iiessly detailed. Seven believed that 
the whole process tbolc too long . •^-- feW of them stat^sd that the 
complexity of the applicatjibh. created problems for the -private " . 
sector aha that, the time .involved in preparing ■ the application - 
and getting it reviewed could sdmetimes jeopardize a project. 

, A revised UDAG applic^tipn form was approved in early j1a83. 
This application ihclud^i;'& glossary of tetins^'that shou^^^^ 
applicants to prepare the required information i in keeping with 
recent legislative chariges^ some UDftG application . reqairements 
were simplified, for example, prior law required applications tb 
include neighborhood and historic preservation impact: analyses . 
Ohdar the revised program, applicants must only certify that _^ 
these analyses have been carried out. ftlsb^ th^ sections dealing 
with projected job and tax: benefits have been revised in order to 
provide, more specific gnd comparable infbrmatibh. Still , some of 
the information .requested could .piresehfc difficulties^ for small 
cities with iimited staff that do nbt have money to pay.for out-_ 
side assistance . For instance , ah applicant city must complete a 
three-page sectiori ( see app. VIIJ , <3et the, local tax revenue 

increases to be ex£>ected by the proposed project. - 

• UDAG senibr development directors noted that both the^^ 
and present practice has- been to use the same applications-form 
for. a^.1 prbj^cts, even though the range of awatds is very broad . 
As ohe hup: study noted , the smallest UDAG award was $35 ^ thousand 
ftb a fmail'city), while the . largest award was $30 million tto ^a-s^ 
metroFlolitan pity) . The senior^director^were divided on the 
question of whether a shorter appiicaton could be developed tb 
h^lp streamline the application process for the small cities. 



Inforination odt reach" - 1 : • ' 

:— : — — ; ^ V , ■ . --f- - 

A comprei^ensive ubACS information :^paekage that cbulql' be used 
ef f eictiveiy by small cities of vario^^^^ arid the private sec- 

tbP,.is' not available. Several senA^^p'^^d there / 

was a g^p' between very brief UDAG tnf ^si^^cK as the one- • 

page fiyer^ and the detailed infbrmatibri found in the application 

' materials. ^ An extensive^: "user's g-uide" to the.^prbgram has been^^' 
in the draft stage fbr^ i^yeial years ^ but was Still riot_ in- final 
form at 'the time, of ouir audit. The currenti draf t is ; a' lerigtKy, 

*procedares-T'or iented explanation of the program's regulations from 
the appiicatibn stage to the final, completibri of a funded piroj^ 
ecti. Another draft : handbbbk^ ' desigriedi for_use by small cities, 

. may partially fill this infbrmatibri gap. _ It was scheduled.^ to be 

. ready in .late" 1983/ but was not finalized at the end of the year. 
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' • ' '^inVgelleral theUDAG senior directors did not believe ^ ^ ; 

Hup. needed to develop a .central technicai^ assista^^^ aimed . 

v -ata^ helping small__citi.es part icipate -in the- program . ^^jM^ them 

mai?>tairied that UDAG technical ass:litance efforts need to ^be 
V flexible so that they couldV be, adapted to the paijtidular problems 
of a loca^ity.^ Most senior directors bejieved th^t 'th,e HUD area^ 
3 officeis might be able to provide more assistance i 

We asked the senior^directors abo the '^dV.is^^^^^ 
'^.geting technical assistance to the'most distress^d:^.s^^ cities 
that have not applied for ^ a UDA6 or ha\7e applied i^ifchbut a 
cess^. A],thoagh some senior directbrs caut ibried tfea^^'the most 
distressed ^mail cities would be har^del; to work w nearly- half 

believed that ' tihis approach might be feasible . ; Most of the 
'Senior directors did nbt have specifics oil how small cities were , 

^currently selected fot techriical assistance by the HUD field 

staff or on how many had Jactually received such : ai 
ia the UDAG Direbtbr ' s of f ice further noted that 1;her • 
nationwide .guidelines' for selecting' jbities for OdAG technicai 
assistance^ . 

. At the time 0£ our auditV ofliciais from the Office of UDAG 
v^ited* four major ongbing o tecRnicai assistance contracts aimed at 
fhcreasing local economic developmeint through UDAG and other _ 
federal programs. Only_bne of these provides direct techriical^- 
assistance^.on UDAG to smalt cit by HUD.^ Twb bf the 

contracts emphasize 'broad e'^cbnomie develbpmerit .initiatives at the 
i state government levels Among other: thirigs ^ the_ cbritracts aire 
, -aimed at helping states to imprbve their own ability to promote 
and support local ecoribmic development . The UDAG program, if:: 
presented cas one bf the resources that states can use in t.his 
regard. The' other 'two cbritracts focus on assistance :to particu- 
lar cities and prbjects. Ofie deals__exclusively with increasing 
minority busiriess participation in UDAG in selected metropo3:.itan 
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cities, Thi. fecdnd pr6\riaes ypAG _ technical assistance to . 
selected nietrp^feo arid small cities . The terxHs of this cbnt. 

tract': prbvide foh a_ broad range of assistance activities , from' 
helping cities develop projects to solviriglimplem^ritatidn . 
prbt^iems encountered _Jby_ci re.c^iying UDAG funds. Between : 

April 1982 and July 1983r 47: ^rnall cities were helped under t 
contract,. Most of this .assistance was confcentrated;^on worHing 
but :pr6l?i>e0iis with projects that had already been submitted- for 

cbhiideratidri or had, been f unded^i : 5» in addition to these fqpr ' 

ohgoing contracts , HUD awarded a. contract to McManis^ A 

iti June 1983 to^ provide : information workshops and dir^ techni-^ 

cal assistance to selected small cities. Since this ;Vew con ti^^ 

was in its in it ial stagi5^Siv.a.t the time pur- review ended , 

not assess how well it would address the small city problems we 

identi-fiedv. (See app. VI . for , details oh tb;ese . f ive contra,t^|s . ) , 

■ ' ' _ _ ' ' ' ^ - l l _' " • 1 - • . ^ : - - } - - ' ''''' 

Another UDAG-related initiative is currently in its trial 
stages. In February 1 983> HUD began a demonstration^prbject 
aimed at developing the regional offices' ability to assist both 
the HUD ai^ea offcice^ and the . UDA6 of f ice in various :aspe<:t^ 
the program. Five of HUD' s 1 6: regional bffices have, k;^egfi 
instructed to appoint a Senior Bcbhbmi.c Develbpmelit . .^pec to 
act as "point person" for uDAG wbrk in the_ regibri r ; Initially, . . 
this work will involve, evaluating UDAG applicatibris tb identify ■ 
and, with the ^rea off rqe • s help, cbrre^i^t.a^ observed deficien- 
ciesw . The: specialists: wiil also evaluate' the skill level of "the 
field staff and develop a train irig strategy to remedy weak- ^ 
nesses . , In later months^ th^ special is ts ' responsibil ities. ;are 
supposed' tb_.be expanded to include coordinating UDAG public rela- 
tibns^ developing ah irifbrmation outreach plan , assisting in the 
development bf a technical assistance strategy, maintaining an. 
btderly infbrrnatibn flow between the area off ices and the UDA^ 
''office, arid assuring that the area of f ices are pi^op.eriy managing^ 
mbriitbririg, arid - closing but UDAG projects. ^ . /'v • ' c 

RECENT LEGISLATION PROViDES FOR . 

INCREASED-UDAG TECHNICAL ASSISTANCE ^ 

The 4ii^sing and urban-Rui^al Recovery . Act of '1 983> i;iigried. . 
into law orf November 36, 1983^ authorizes HUD tb use -Up tb ■ 
$2.5 million of yearly UDAG funds tb make techriical assistance 
grants to States or their agencies, muriicipal; techriiqal advisbry' 
services operated b.y_ universities , or state assbciatioris of 
counties br_ municipal ities tb eriable these entities to help small 
cit ies_ develbp , _ apply fbr assi^tariqe , and impleriient programs 
eligible fbr UDAG furidirig. In addition, the act permits a^con- 
sbrtia bf rtearby small cities { including county government's that 
are rio\t urban counties} to apply for a UDAG on behalf of . t^jeir 
members . . / ^ - ^ * 

CONCLUSIONS ' :' V f ' . :^ 

,? A high percentage of small cities potentially e^ligible- tp - 
receive a UDAG have not applied f or fnjnding,.^ These ihcplude ^i^", . 



citi^es. rated by HUD* as being among the most severely distrjessedi 
We i-ecoghize that some of these communities may^ 

problems or a .limited economic base'that make them unappealing to 
develbpers and investors^ even, with • UDAG_fynding^_N^^^^ 
we believe' that HUD needs to make a concerted effort to meet the 
ebngressibhal bbjeictive to increase small city participation i 

Currently^ HUD' does not have a pl^n which guides its ' teehhi-'^ 
cal 'assistance efforts^ to small cities^ Officials in the upAG 
office havte stressed to us the need ^or flexibility in helping, 
small cities to participate in the pr6gY«nr and we support their 
view. Nonetheless^ we believe that this desiired flexijbility can 
be retained within .a plan that would identify _highly/<|istressed , 
nonfunded smallcities and e^feabiish goals and criteria for ^ 
selecting them fpr technical assistance. We believe that such a 
plan is appropriate in view of |1) the_ large number of poten-- 
tially eligible small c^^ties^^ ( 2 ) the limits dh- HUR' s staff 
resoiurces f ^( 3)^^ ^^^t^ lack of criteria for ' selecting cities to 
receive tegA^^ assistajice to help tliem participate in the 

program^ arid (*4)_ the technical assistance funds made available 
fbr helping small cities in tffi_ recently enacted Housing |ind 
Urban-Rurdl Recovery Act bf 1983. ' ' 

bur interview^: with a sample^f these highly dlstr^ ;c 
citieg indicate^ most' of them have little or no knowledge of the ^ 
UDAG program. To .address this situation , a comprehensive package 
bf ih£ormatibn"l;ateri^ help promote the program 

among /distr^essed^ cities as well as the private sector, 

HUD7 'hbweyt^ltrf currently lacks such, an information.^ package , 

■i-v'^' ; ; , ■. ^ - - ^' - " 
• Both- the UDAG.:of f Iciais and the small cities we interviewed . 
recognize that another major participation prbblem stems frbm_t:hdi': 
limited capacity of many small city goverhmehts to plan a UDAG 
project and prepare an appliqatiori . fhe_ applicatibh form remains 
complex despite recent revisibns. We bel ieve addrt ipnal revi- 
sions^ aimed at"-; simplifying the applicatib prbcess for smalL 

jcitiesy could help communities' with limited st5^ff resources apply 
^r a UDAG. ^ 

iMENDATIQKS TO THE SECRETARY y .HUP 

We recommend that the Secretly _ of HUD take the following 
abVions tb help increase, participation in the UDAG program of 
-;cit ties with pbpulat ions below 50/000. ' ^ 

--Develop a pi an^ aimed at helping severely distressed small V 
V cities participate, in the ODAS pr'dgram by ( 1 ) .idehtif yirig ; ? 
4 highly distres§gd/ potentially eligible small citieaj^thatij ^ ^ 

: ' have not applied^f or , ^br received, f uhding • and ( 2 J^tstab-- 

• V l.ishing goals'* and criteria for selecting sinall cities to 
r' receive technical; assistance tb help them participaffe in 
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--Develop cbrtipreherisive UPAG_ infdrrttation materials to help 
educate small cities arid the private sector about^vthe . , 
' pr bgr am • 

—Develop and test a streamlined application form for use by 
small cities. ' 

AGENCY COMMENTS AND OUR EVfiLUfiTION ' ; 

_ ' In responding _to bur- recdm^ HUD^ agreed on the need . 

fbr additibhal UDAG_ information materials^p but disagreed on the , 
need to develop a plan .for selecting smalL cities tov;receive 
technical assistance or a streamlined application form for small 
cities. . • . . . 

■5 _ - ■ ■ ■ ■■> • ^_ ^ , . 

In disagreeing with the need to deveiop^such a plan^ HUD 
mentioned its recent initiatives to further its information and 
technical assistance efforts for small cities (dis^Ssed inthis 
chapter). HUD believes that the impact of these em has J^eeh 

significant. For example^ the July I98d^funding r|und included 
the largest number of projects [84) ever announced for- small 
cities and one of the greatest dollar amounts ( $57 . 5^ millvibp) . 
HUD also noted that for the first time in the histbry bf the 
prbgram, it announced funding of inbre\ than the 25 percent man- 
dated set-aside ^fbr small cities in the first three ^funcaing 
rounds of fisdai year 1 983 During all bf thai: . y0_ar ,_a total of 
241 projects with $170.3 mis^libri was anribunced . > HUD, tl^erefore, 
does not believe that a plan^ as such, is called for at ^this ' ; 

"time . ' ' ' * ' .i^^ 

We recognize on page 20 that fiscal year 1 983_saw ihcreas ing 
activity in regard -to small city^ubAG_parti^ 

note that the amount of unused small cit^ funds at the endi of 
fiscal year 1993— -$75 million — is still substantial. This ambulit 
re'presentS: almost 70 .percent of the $110 million in new UDAG 
funds made available to small cities in fiscal ;yeat: 1984. We _ ^ 
continue rfco believe that a plan n^eds to be developed for guiding 
and^coordinating the various small city ef forts cbnducted by HUD 
^head^cjuarters; field offices^ and technical, assistance coritra^c- 
ibors. This general guidance is par,ticularly__important in view o5 
HQb' s recent 'decis ibri tb establish regipnal UDAG coordinators 
responsible for UDAG outreach. and technical ■ assistance . A pi ah 
such as we have described would give these field coordinatprs a 
general framewbrk within which to; devise strategies suitable^ to 
the speci^al needs of their region's. The wording of pur recommen- 
datibn was ipbdif ied to clarify our intent. 

In biir draft irepoif^, we recommended that HUD estabi ish ^ a ^ 
list bf the most ^ economically distressed ,nonfdnded sm 
^fdr possible information outreach and technical fassistatiee . We 
believe that this is an appropriate recommen3ition in view of the 
limits on HUD' s^'staff resources and the large number of ; 



pbtehtialiy ; elig^ small citf^i. HUD disagreed^ however ? arid/ 
replied as follows: 

^"Tltis is riot a prbper" role for HUD. The UDAG program is by., 
law a iiijatibrial competitibri. We cariript favor one-, pity oyer 
aribthei:. It is a Ibcal decision whether> to a UDfiG 
v-^assist^sce . It is the bbligatidri of this Office to promote 
• the pr^ram arid, provide program ;4rifdrmatioh . -^As the data . • 
• iridicates^ the largest number of small cities is un<3er 2/500 

in population^ iriclud irig inany severely distressed cities. 
' . \ It is- likely that' development oppori|;unities may not bj^[ 

^vail a tf ie *"'in these cities w 2.W^_ cannot and should not tr^ to; 
create development opportunities where they do" not' ^ist; _ 
We only 'have a limited staf f and 1 imited technical resources 
available to assist cities ^with all phases of the UDAG pro- 
cess; We have made the decision to concentrate our scant 
.jresources on viable UDAG deals;" . 

Because, we believe. that HUD misinterpreted this recbmmeri 
we modified it and combined it-with our first recommericSatibn in 
order to more clearly convey our int^rit^ We are" hot. Advocating 
that HUD try to creates develop^ oppbrturiities where they do 
-not exist or to establish improper^ preferential policies • Nbr 

' are we suggesting that HUD cfeange the competitive structure of _ 
thei selection process . We agr^e :^with HUD that it is appropriate 
for HUD to provide cities witli^ program infbrmatiori so that they - 
are', in ^ position to apply for a grarit. We . also .believe .that it 
is consistent with the program's rederit legislatidri fdr HUD^td 
take/aetibn to in£brm small commuriities df the prdgram's exist- 
ence and tb-prbvide techriical assistarice jEurids td help small 
cities develop cbinpet it ive applrcatidns* We believe thatj-tq ef- 
fect ively_accompl ish these objectives, HUD needs to ^establish 
criteria for selecting;, small cities for technical assistance^ We 
believe that fdcus.ing ^these efforts on the most 4 i.stressed* 
cities that have ndt received UDAC3 funds is appropriate in view 
df the large number of potentially eligible small cities anc^^the . 
limits dn HUD'& staff resources; HUD itself has, in the past, 
selected cities for special information outreach and technical 
assistance efforts; 'Mpst recently, HUD' s contradt with -McManus 
Associates (see p; 77) tnvojjves the selection o£ several hundred 
small cities .for UDAG information workshgpsi A few dozen of - . 

' these wo,rkshojf> participants will be cbosen f or f lirther .t?echn ical 
assistance. bur recommendation uses HUD' s riatibriwide distress \ 
criteria and is in harmony with the program's leg islative re- 
qdirement that the primary ^cr iter idri for selecting 'a small city 
for a UDAG be its degree of economic distress. 

Finally^, regardirig dur recdmmerii^tidri that HUD develop 'and 
test a^.streamliried applicatidn form fdr use by -imall cities, HUD 

responded that prdcedures havie already been implemented to 

streamline the entire UDAG application/award process and that a 
shortexT' application fdriti^'is being . used. HUD maintains that the ; 



■irifdrmatidn called for is the^minimum^ amoant needed^ • 
make irifdrmed funding .decisions and that further streamlihirig^is^ 
ndt needed nor does streamlining addres the/ problem thafc^faces v^' 
small cities, in the' UDAG program, ear survey* results presented 
in this chaE^ter indicate^ however r- that' the' appl ica^ion pr^ 
was significant v'probiem. for "small cities, As we state iri^the 
report, the revised 'appiicatibn form remains complex desgite . 
• recent revisions. This form is, used for both, modesty f.u^;ihg , , . 
reguests and inultimiliion dollar requests. ^ About hal the 
ODAG seriior development: directors agreed with us^ that a Vs 
application form could be developed' to help streamline the 
application process for small cities^ 
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: iSHftPTER 4 ^v, ■* . \f 

CLEAR POLICY NEEDEb ON ' 
, - ... ^ UDfiG REPAYMENTS ' ' 

^ A cityir^ceiving UDA6 to h^lg^^nance a project • ma^^Ch 

; to convey: the funds to, a devel8per in the form of a grant or a ; 
"SOLpan*- increasingly / cities . have chosen to loan the UbAG funds and. \' 
. use the repayment^ to support other cbntmunity and economic devel- 
bpment activities. Many of these loan^s will result in millidris of 
aollars; being repaid to cities. has hbt> however^ resolved ah 

important cjuestioli regarding^, the^ timing of th^se repayments : it . a 
city receives repayments while UDAG funds are still beihg speht^h 
• a prpfe^ct V shoixld. ^^t^ early repayments be applied to ;t^e project '-^^ 
Jin pl-ace of additional UDAG fundi' or is the citjH free . t^ Use the 
repayments .for othery.'^^ and economic develo 

ties? The S;tandard/UDAG-g:t agreement^ ordinarily =^r^ that 
these repayment^. b/& ^af)plied to the project, but ,the uoAG ofifi- 
ci^is* intent , as expressed in negotiations with' ci^^^^ 
cities^keep the repayments for additional d.^velbprrient ' activities . 

Some cities have b^ given exemptions to the standard grant 

agreement 'provision . There is confusion, however, oyer whether - 
ci^^?-?^ ^i^hout such exemptions will be ^allowed to use early ^ ' . ; ; 
repayments for other projects;:* :^ ^^^v ^ . ' ^ -'■^U.■'l■■i¥^\■' 



. HUD off iciais are aware of this prdb bhe; solution 

they proposed provides for grant agreements amend^ These 
amendments wQuld mean that UPAG rep^^^nts not have to be 

used in** pi^ce of add itional HDAG funds alread.^^ for. a 

projects Rather.y the repayments would be held; in an interest- " 
bear ing account ;-:up til . the project was cbniplete: for * re- - 

lated^/r unfunded project activities. f He prbp<3^^dA 
conform the agi:eemerits to the. uhderstahd.ihg of t^^^^ parties that 
tJDAG repa^^mehts would be available for dther cdnim^inity and 
ecbribmic : development Sbtiyi ties . . v ^ "f" 

UDAGSoARE INCREASINGLY . ; 

STRIjfel^URED_TO_BE_REPAI_D AND ^__ _ ^ __ j. ' : 

MILLIONS OF DOLLARS MAY BE REALIZED ;. 1^ , ^ 

Depen<3ing on the pro jejq.fo, a city could provide the UDAG funds 
^'s a grant or a loan to a private developer . ^^ Increasi 
have been, .used , which has meant that deyelopojers often have to 
repay thejUDAG . funds along with interest. 
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iThrbughbut: this report^ repayiftentB ^^ef er_ to both principal and 
ihteresfc^Si>ayments received on a Ibah^ unless sp<5cifically noted 

othorwiGb. . \ _ • ^^i- v . : ^ 
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From fiscal year 1978 through September . 9i .1982 , HUD apprb^ 
about 1 ^ 4^bT)>"U©AGs . Almost 60 percent of these pro jectp resulted 
in loans to private deyeldpers._ This'^perceritage largely reflects 

Steady increase in the use bf _:UDAG funds as. lbahs_ rather than 
girarit'S. to private d^yglb^ers In the prbgram' s early y^ars^ HUD_ 
repbrted that brily abbiit brie-q all UDAG funds was Ibahed 

by cities to private de^elbpers. By; tj1]e end of fiscal year 1982# 
86 pe^rcent of all UDAG dollars were u^§3 for loans, i \^ 

The^use of UDAG loans is commbn for New York and Michigan 
projects . In September 1982 , cities, in these two states accounted 
for ^5 percent of all UDAG loan dollars to b Michigan 
had 32 and New York had 1 37 approved applications with' a specified 
amount of .UDAG_dpllars.^tP_Be repaid. Our review included 41 
projects — 12 in Michigkjfti^and 29 in NeTw York. 

For the projects reviewed , city officials attributed' the 
strucfuring of UDA^ funds as loans to reasons such as these: 

— LocaL governments brefer. to recapture funds from privaite 
devefbpers for reuse on other economic development 
S activities. - - i ' ^ " 

— HUDofficials encourage or require cities .to recapture' 
. funds from ptivate developers . . 

--Local gbverriment policy dictates the recajpture of funds 
provided tb private develbpers. • 

• ^ — Analysis of the company's projected sales indicated that a 
loan co^jild be repaid by the company. 

uniqueness characterizes UPAG loans 

; . There are' no standard UflAG loan amounts , terms, or condi- 
tions. UDAG repayments could come from a loan carrying, an inter- 
est rate of anywhere from 0 to market ^^tes ^and terms^oB anywhere 
from 1 to 50 years. This is because each project's repayment is 
^Stailored to the individual project i Some ^reasons cited by city 
$bfficials for the ^:^aribus loan terms : were ' th^; following :. ' 

--The terms of loan repayments were the result of hegbtiatiori 
between the city and the develbper. 

•^-^HUD negbtiated the repayment terms based bri the project 

develbper' s expected cash flbw. 
'■'■■■■J- * ■ . *■ ' • . 

-^in the early years, ttie project was believed to be risky; 
accordingly, the interest rate was lower and was to 
increase once the project became profitable. ^ v 



;For the 29 New York projects we previewed 
ranged frbm. 0 to J 5 percent , _ Nine' of these projec^ had variable 
interest rates. For instance one loan was to be repaid over -25^ / 
years^with an interest rate that^balloonid from 6 percent in yie 
first 2 i^ears; to 10 percent in years 3 through 5y to 1 4 .percer^t. 
-in years 6 through 25, In_additi:qn_ to ioan repayments > five proj- 
ects provided for city participation in futufe business profits. , 

' ■ ■, , _ . . .■ ■ _ • - - • - - _ - - , ;t ■ • 

Similarly , there were substantial differences in the 12^ 
Michig^an loans we reviewed. .For in interest rates 

ranged from 0 to 1^.25 Four of th^: loans were tobe 

■ repaid in less than l!6 years; three were to be repaid in 10 to 20 " 
.years; the remaining five loans We*e to be repaid bver more than 
20 years . ^- 

■ • ' '■' _ . ^ ■ . . . J ■ ■ ■ ' .. _ ^^ ' - ^ - , - , 

In contrast, bur recent report on rental _rehabil itat ion 

funded under the eommunity Development Blbck. Grant Program (GAO/ 
RCED-83-148> July 1 1983) nbted.that; under thiu^ program few com- 
munities w6re providing flexible financing based 'on th<| individual 
projecti Further f we .reported that low interest loans pro 
continuing source bf funding for future rehabilitation work-»---as 
loans are repaid/-" the recaptured funds' ^are loaned out ag^ain. 
Nevertheless^ recaptured funds have several; -d.isadvaiptages. For 
instance^ repaid 'funds are worth less because of inflation i' 

. t , ■ - ■ 

Loan repayment's can : 
. sometimes be substantial * 

_ The 41 UDAG projects we reviewed had a tot^l loan f^ce-^valiie 
bf $106 million and a present value of '$68 rnillibh.^ Lbg^^-faee^^ 
values ranged. ■frpinTless than $10.0,000 to $21 . 5 miriibri . ^ V 

Specifically^ the 29 New York?? projects hacf a ^^^^t^^ 
value of $73 million and a preseHt value bf $51 million 
largest loan was for $2 1 . 5 mill ibti r which is . to be repaid over ^0 
years, with 6. percent annual interest. The present value of ^ this 
loan is $12;7 millibh. Ahbther large^loan was for $6^5 million, 
with 5 percent annual interest over 20 years. The present value 
is $4.4 million^ Sbme bf the New York projects, however, repre-- 
sented relatively smalllbans. For instance , a loan of $131 ,000 
was to be repaid bver_20 years, with annual interest bf 5 per- , 
cent. The pi^eserit value bf this loan is $87,000. . 

._ The 12_ Michigan projects we reviewed had a total loan face 
•value bf $33 million and a'present value of $17 miliion. One 

— — -= ■ . ^ ' ■; 

2to calculate the present value of UDAG repayments, a discbunt 

rate of 10 percent per annum was used. This was the current^ 

approximate average yield . for outstanding marketable U.S. 
Treasury obligations at the time of our aildit work. 
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i -project significantly affected these totals^ as its face value was 
- $17.3 million. However, it had a present value of only $4 •2: mil- • 
. .lioft due tO:4nterest-.f ree ter and a 40-y<i!ar repaynient period. 
:1l.n contrast r another Michigan proj^ect . had a loan face value of 
$1.3. million and a present value of $ 1 . 4 mill ioni The higher 
relative/present value results from f^ aririual loan princi;-; 

pal payments, with 12.25 percent interest. :> 

Prog^ct^ have already s tarte d ^ 
. : re captu- r'3Jig^ 4L^DAG- ^unds \ 

UDAG'^loa usually deferred for the first 

several years of a project, but sbme projects are; now beginning to 
reaiizerepayments . Through the end of fiscal year 1982, HUD 
. reported ' that repayments totaled" $19 million- — $12. million in large 
cities and $7 million in sftail cities^ This figure is likely to 
• increase substantially as- more projects apprbvecj in later program 
years begin repayments. . , - : ^ :• 

For the New York an9^^^^^^^^^ 40 
percent of ; the projects had started to realize loan repayihehts by 
the 'end of calendar year 1982 . Thj^se-ire totaled about 

$1.7 million. "Ten of tfte /2g New York pro jec reviewed' had 

realized Almost ::$500 ^ 000 in , U repayments.. The repayments 
ranged f rom $2 ^DOD to 4$ 1 13 Of the 12__HichigaH |)rolects_we 

reviewed^ 7 had already begun recapturing UDAG funds^. Over $1.2 ' 
million had xbeen _ r^aid , 'r over $494,000 in principal 

and over $754,000 iri i'^terest. 

Some of these repayments- were received while additional fe^ 
erali'''UDAG funds were being requested for the proje^ For exam- 

ple^ three Michigan project^ real^^ the cities 

cSntinued to irequest additional UDAG project funds for these^proj- ' 
ects. . For one of the pro jects , the city received $3&4f 84-9 from 
UDAG repaymehts by aune 17, 1982; but later'- in the^^ usfed* 
' . $26fe-f in additional funds^ The repaid UDAG funds were / 

used to acquire, and ciea a 21--acre site^fbr ah industrial ^ park.' 
^Another' city received $1^3^ repayments before using the;: iiast 

' $2^yO^ in. UDAG funds i :Th"is city Has aiteady contributred a part- . 
: oE the repaid EJDAG- ftahds to ' arnphprof it: c cbrpbratioh ' V-:' 

responsible for building and operating a primary care . med ical ; 
clinic. The city ec>unei4 also. plans to use repayments for ecb- 
' homic development and job creatibh activities.: 

Other cities generally indicated that they also planned on - 
using the repayments for commu ecbhpmic development activi- 

ties. For example^ bhe. city deposited a portion of the repaid 
funds ihtpja revplving^ loan fund to make loans to businesses ^hd 
industry in the city and a portion into a downtown development fiind 
for public improvements. A^second city deposited ^its repayments 
into a cpmmuhity development: fund but committed a portion_of the^ 
• \ repayments to pave a road leading to an Indian reservation. Two 
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other cities deposited the entire repayment into a revolJ^ing loan 
furiia to make ioans^ for economic 'development projectsi 

.}■ ^ . .... . 

'These plans parallel the various benerf its that city officials 
stated could- be derived from their receipt of ubftG~,repaymentSi 
'ftmong the benefits mentioned were the following: 

• * - - ., u _ ,_ ' ■ ■ 

— The city can have the flexibility to create a revolving 
loan fund for local ecphbmic developments 

* V- — The dity Can use recaptured funds to encourage private - 
investment and create new jobs arid tax revenue, ^ 

— The. city can foster further development through industrial 

park projects and downtown improvements^ in addition to 
* creating jobs and increasing the tax base. 

— The city can help failing businesses and attract new ones. 

HUB NEEDS TQ DEVELOP A 
PGLiey ON REPAYMENTS 



_ The ODAG program' s standard requirements provide that if the 
developer starts making repayments to the city before UDAG funds 
have been fully spwt>__theh the ^ repayments should be use^ to/ 
reduce the amount of UDAG fun^s authorized for the project by 
HUD. Various .exemptions y however^ have been made to the standard 
requirements^ which have enabled some cities to use early repay- 
ments for other community and economic development activities. _ 
For, thdsel, cities without such exemptions> i^there is confusion over 
Whether they should also be able to use early repayments. 

itccording to the Director of the Off ice of UDAG^ it has 
always, been the UDAG staff * s intent that cities keep and use UDAG. 
reipayments for addltibnal economic development activities.^ The 
birector^stated that tfiis intent has been expressed at meetings 
with mayors and other government officials and in hegbtiatibhs 
with cities and participating parties. ' ^ .\ 

E\3B^^^^^ its_ intentions and under- 

standings wrth- cities^ always; be fulfilled_in cases where 

UDAG funds are still being spent on a project. This is due to the 
UDAG regulation: and standard grant - agreement ^ which. p that 
such early repayments should, be used td\ reduce the UDAG fiunds 
heeded for the pVoject. After UDAG .project activities are com- 
pleted^ repayments are qonsidered city money available fpr 
cbmrhuhity and economic develbpmeht activities. . 

While HUD*^^ standard tequirements;l?e 
sbf early project repayments / HUD, of f icials 

repayments to-be common.. A draft memorandum from HUD ' s Assistant v 
Secretary i Community Planning and Development, ^states that recap- 
tj^^d UDAG funds received prior to completion pf UDAG activities . 



were not. anticipated for most projects.. However, constraction 
delays havg resuljLed in some loan repayments being received tsefore 
UDAG activities are cbmpletei 

* . 

HUD program official^ have modified these requirements on a 
case-by-case^sis to bring grant agreements in line with HUD' s 
intent. This was dcjne by means of riders added to the grant 
agreement, ^which enSared that repayments do not' reduce the UDftS 
funds granted f^r a project. 

•■k/-^ \ ___ --- 

These riders are common, although they are not uniform among 
projects. F5r instance ^ of the' 41 projects we reviewed, 19 con- 
tained ; various riders. Among them were the following: 

— ene project's rider stated that any repayments received by 
the' city should hot cause a reduction in the grant amburit. 

Another project's rider stated that Iban^epayments should 

y be used to Provide venture capital to mirtority businesses 

' .. in the city.\ 

—A third project's rider stated that loan repayments should 
Vbe spent on 'community development ;a5tivitres . • ^ 

These' riders have maie it possible for some cities to use early 
project repayments for other community and economic development 
activities. Not all cities^ however, have been granted riders. 
One reason for this, according to a HUD attorney, is that^ere is 
no policy on when such riders sh6u;Ld be given. - vlf 

For those projects without riders, there is confusion as to 
whether the standard repayment reguirfements should apply. ^HUD^ 
regional and area office representatives in New York stated that 
it was not cleaf what cities wiljhout riders should^do with recap- 
tured UDAS funds. The Buffalo Area Off ice Director aaf Gommunity 
Development stated thai; ^ver a year ago he requested HUB headquar- 
ters to clarify, the repayment issue. He added that while there 
has been no final clarification;, headquarters did state that^til 
a Eiolicy is issued, cities without riders should deposit UDAG ^ 
repayments in an interest-bearing account. ' HUD field offices are 
advising soriie cities to do this. For ^ijistance, one city in New_ 
York, had received $280,000 in repayments as of May 31 r 1952. This 
city had reprOgrammed some of the money for eligible community, 
development act ivities . However HUD field of ficials advised the 
city to , put the repayments in an in|:erestjFbearing account until 
headquar-ters clarified the repayment issue'. 

HUD program officials would -like t5i resolve the issue of HUD 
recjuiirements that treat cities differently. One solution HUD is 
considering would provide amendments to the standard grant agree- 
ment requiremfents for those projects which HUD deteriuines on _ a V . 
..■-case-by-case basis are in Heed of riders.- Such projects voutd be;; 
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those that^(l) may receive Repayments before UDAG project; activi- 
ties are . complete and (2) are required by the standard grant _ _. . 
agreement to use these, repayments prior to^ and in place of, addi- 
tional JJDAG funds^ The solution •was proposed by a HUD assistant 
secretary in a draft memorandum, which noted that in drdef to 
correct oversights in_ existing projects,, all .UDAG projects^ would 
need^to be reviewed to determine if grant agreement antenc^ments are 
necessary^ The memorandum^states that such amgndmen be 
made to_require that repayments (received or anticipated to be 
received bef ore UDAG activities are com an 
in te re St- bearing account to assure contplet ion of project activi- 
ties. 6r, if there is assurance of ade'quate_funds to complete the 
project, the city can request an aniendment to undertake related^ 
unfunded project activities • These proposed^^ amendments would not 
change the scope or purpose of the grant or recjuire an add itiOnai . 
bbjigatibn of appropriated fundsi 

According to the UDAG director , one reason whjf the :amendments 
have not been made is that amending grant agreements may be con- 
troversial and legally cjuest ibnable ^ especially retrbaetively 
amendijig a grant agreement aft^r the city ^ has' received repay- 
ments. The directbr went on to hbte^ hbweverir that whisrS '^ihe 
iriteritof the parties tb the ^raht agreement was for the city tb 
keep all of the repayments, the grant agreement must be aifiehded to 
cbrifbrm to that intent arid uriderstarid ing • Aridther reasbri , cijbed; 
by a HUD attbrriey, is that there is a question as to whether both 
ptincipal arid iriterest repaymerits should be applied to a project 
if HUD decides that repaymerits should be -used for a project. 
Moreover, no final HUD decision has yet b^eri reached on when 
csities should be able to use loan repaymerits . a : 

PREVIOUS DECISIONS BY THE COMPTROLLER GENERAL 
HAVE ALLOWED GRANTEES -TO RETAIN REPAYMENTS 

Federal grants differ in several in;^ortant t*espects f rom _ 
other appropriated f upSs • As a general rule , " income" ^generated 
from federal funds from whatever source .should be returned to the 
Treasury^ However With regard to grant funds, the Cbmpttoiier 
General has held that the < ' 

"... benefits resulting from the use of: the grant 
technicjue exterid to making, the furids^ while under 
4the. cbritrbl of the graritee> f r'^e* f rbm the statutory ; 
irestrictioris gerierally appl icable to the exi)erid i^ , ► 
tures of approp'r iated morieys by the departtnerits arid 
establishitterits of the goverrimerit." 44 Cditlp. .Geri. 
87, 88 ( 1964 ) . 

in other words grant funds in the hands of a grantee largely los'e 
their character and identity^ as federal funds ; Generally, all 
that is required is th;at" the grant be for a val id . purpose" and that 
tlTp expenditures .not 'be prohibited by the terms of /the grant 
ag^ement • - 



— ^ ^ ~^^——- =^:==^.===. 

The standard UDAG- grant agreement currently restricts the 
'ai^tei-tibh of repayments: that -are; referred to_as "program . 
in^S;*' feeoause it j5rbvides th'at^_ these funds .Should be used prior 
•tolSid-inS place of, additidrial. UDAG funds. ^^The standard ^ grant_ ^ 
agrlement defin-es program income 'as including principal and inter- 
•est repayments received by grant recipients during a UDAG pro3^_ 
ect. fttta'chroeht ",E" 'td Office of Management and Budget JOMBJ Cir^ 
cular ft-102 de'fines program income as "gross income earned'by the 
grantee from grant, supported activities^" in our opinion , roan -/ 
principalv repayments ^represent the preordained, return to the com- 
munity of the funds which the qommunity already- has been granted, - 
and therefbrez-^ould nqq^ gen,erall^all within 0MB' s definition of 
program income'. - , _ ; ° 

Interest payments presertt a different problem since pMB's 
definition considers the payments to be program iricome. Neverthe- 
less , the special nature of grant funds has led the Comptroller , 
General to hold that, once grant funds are applied for grant pur- 
poses , program income received through grant activities may be 
retained^y the grantee. For example, in 44 Gomp. Gen . ; 87 ; (jil 964 ) , 
we authorized a grantee- to finance other grant-related activities 
through the retention o'f program iricdme derived, f^om the sale of 
publications which had been brigirially financed by federal grant 
funds. In another instance, the :grant agreement reqaijred the 
return of program ii>come to the United States "unless otherwise 
authorized" By the grantor agency. Because the grahto^r agency . 
couiypin its discretion^ allow grantees to retain program income, 
we had no objection to the grantor agency permitting grantees to 
retain program income . 

Although HUD "program regulations and the standard UDAG grant 
aqreement require program income received prior to the completion 
ol construction on all grant funded activities , to be Used prior to 
any draw on grant funds, both the program regulations and the , 
grant agreements give . HUD the authority to direct a different use 
of program income. This could be achieved through retroactive 
grant agreement amendments^ 

;■ ■ , _ V _______ ^_ _■■ 

are not aware of any legal |rOhibition to such retroactive 
ameil^ents, especially since it is Extraordinarily unlikely that 
any of the parties to the graht wou^dbject. In several prevaous 
cases, we have held that retroactive^mendm^jits t9 grant agree'- 
mWnts are permissible provided they do not- affect the scope _or _^ 
purpose of a grant, thereby reciui ring the obi igation of , additional 
funds after the approptfiatidh under which the grant was made has 
ceased to be available fdr dbligatlon. (See 60 Comp. Gen. 540: 
(1981) and 58 Comp. Geh. 676 (1979).) For the case at hand, HUD^ 
does hot propose td change the scope or purpose of the UDA& grants 
and ho further obligation of appropriated funds is contemplated 
because the initial grant amount would remain the same. The pro- 
posed change wduld cdnform the^ agreements to the understanding of 
the parties that program income would lpe_ available for other 
community and economic development activities. 
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. ^ Cities ITSX^ and will receive ^udS^^^^^ repayments^ which ^ . 

ari?§r^^heh BDA6 furids^ granted to; a. bit^ are loaned to •^ .pri^^^t^^^^ 
developer. At present/ HUD requirements 

.pkl arid interest repayments should; fee used to reduce the ubAG ' * 
funds needed for i project^ if they are r^ before pbAGVor ' 

• city activities are complete • _ BUD' s^slt'&Ji grant agfeemqht : ' 

states that siich priricipal arid 'iii'tefe^t rep program ')/ 

income. We observe that priricipf.l repaymeri.ts typically . are riot t 
cqnsidere&^ program incomers ,th0j^^ funds :are ri "earned" by. the A 
grantee . Raither y principal repkym%ljtd , itier^^^ represent the. preor;-^ 
dained return to the community of -t^^^ which HUD has already, 

granted to the comipunity • - " V V • ' .v 

interest repayments y^^o the Mother h^nd^ %re also classified 
as program income by the grant agteem^nt;, The^se" repayments wbuld 
come under pMB's definition of^grpgrai^ i^-ince attachment 

"E" to 0MB Circular A--! 02 defines.^^^^^^ as "gross income ' 

earned by the grantee from grant^ sfipgfort§d actiy^ ^According 
to hud's staridard rSquireniehts , t.hes^^^^ 

used in. place of additionai UDAS funds until UDAG- or citieB' 



activities are complete ^ . -However > these HUD requirements a,rifre- 
queritly changed through riders to the standard grant agreement . 
Not all prbjectgy though^ have received riders ,^and there is no 
policy bri when they should be given.; HUD has been a^Sre of this 
prbbleni for over a year! arid senior program officials would like 
to cdrirect ^it through ameridmerits . to; existiiig grarit5^ agreementsi 

- ■ ; We believe that HUD has ;the authority t6 retrbactively amend 
grajrit agreements^ if it depides to do sb> prbj^idedv that .the amend- 
ments do not affect the scope br pup or require 
the qbligatlon of additional fu'nds beyond those provided by the 
federal grant. /The retroact iyeigrant agreement ameridme,rit'^prbpbsed 
in a draft memoranduin by t secretary would ribt 
change the seope or purpose of or require an additibrial 
obligation o^ appropriated funds. * ; 

RECOMMENDATf ON-^ TOE 1 



We reeommerfd that the Secretary of HUD develop and issue 
policy guidance defining the circumstances under which cities 
should be able to us^ early UDAG repayments^ 

AGENCY COMMENTS AND OUJR EVALUATION, . . 

■ ■ * - . ■ ■ . ■ 

In cbmm^riting^bri . a ^raf t of this report^ HiJD noted that the 
use to which UDAG repayments are tb be. put varies depending on the 
terms of the grant agreemeht irivblved, _HUD further stated that 
complete, cbrisistency- for all UDAG prbje^H^ iri^ regard tb the use of 
repayments - is not to be expected nor riec^sarily desirab^ 
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We are hot satyihg or xmp^ that- the cities ' use of .UDAG 

tld be standardized; ^Otir regoiit there 
UDftG loan aiinptm terms ^05^ : conditional 
comments on t various cbmrt'ut|±;ty and ecoiiomic activi^x4s that 
cities : are planning or uhdWrtafcit^^ with tfiexr UbftG repayments . 
Out; point is that there should Be a clear policy to resolve the 
existiiig conf Usiph', over .whether, e^ ODAGrtepaymehts shoald Be 
GOrtsxdered city mbne^. Our recbmmehdatibn h^ been rephrased tb^x 
dlarify our intent. \ ^ * ; 

; .nab Stated that some actions have be^nV taken wh,ich^ 
with anticipated amencSme'nts to . the g^rogram *regulat i<^^^ f ur- 

therVqiartfy, the^E^ .Htlb 'stateS that pending 

th^ir xssuanceyv^ transmi:tted tp UDAG 

^recipients through;^ JjUD fi^^^ oikices'^- y^^'-^^ , ■ v 

' .- ^ ' HOD ' s • ^tpKps^d actions appeal::; to be^^ifsilisponsiv to out ' 



1 



f. ■ ■ 
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APPENDIX I 



" AbDiyiONAL DETAILS CQNCERNINfe^ ' 

: ^ - OBJECTIVES , SC'OPE j METHODOLOGY . - ^ 

UDAG_PRgjECTS^ SURVEYED TO DETERMINE ' , ; . " . ^ /■ 

EXPECTATIONS AND RESULTS . . » ' ' 

The universe of cornplfitfed UDAG is not representa- 

tive of the <5verall UDAG universe "for. several reasons . Fpr ; .i-;'; 
example, completed projects -primarily approved inV 1978 ahd 1979 
are frequently less ^ than the overall average udag" grant . As ' a 
result,' our findings do not extend furthet than the projects re^- 
viewed . ' . . ' , ; ' • 

^ We did not de,termine • ^S^^ were beipg 

substituted for private :;iector ' or ^tStel^ar local gbvethmeiit 
fundSi This^ i^ bec^use-the 1978 an<3 '197?^ projects - w^^^^^^ 
were ' approved :prior' -to - a! December 1 979;: legislative amendment that, 
requires. HUB td-^^^^ UDAG funds are substitut ihg for 

other available funds. ^ In other _wbrd^> the possible zihsidahcfesq^ 
W'- substitution of -fuods in not be ,of ' ■ 

.. valu^ in assiessing tihe effectiveness of .the^ 3^^islatiy^^^ 
or resulting agency actions ' . 



: ^Wheh we^^i^^ sel^ction/an Septet 9,, 19^f^^nly 66 

iJDAd' prbje.6ts «had been classif ied by HUt5 as compl^'^, >j5since we 
had already^ Mi<^haf ^n ; and NeW- Yotk for revi^w^t UDAG i ' 

loan .r (see p. 5T> ; we deciited to se^^^^ c^dmpXeted projf- 

ects within these states or in cloBe^^roximi New 
Ydrfc, there were i cpmple ted projects^of _w^ 

selected 6 f or^_.review; There wer^. np^.compieted^^ projec:tp ^in 

Michigan , but . Illinois had four sup-tj .projects and Ghio had two, 
which we selecfed. In tot^i , wfe re^^^'wed .'l 2 of the,:66 conipleted 



UDAG projects,.' or 18 percent, 

SMALL CITIES PARTICIPATION v 
IN THE UDAG Pi 



;lb/obtatn^"informatidri bh why sbme pbtehtl^i^ .§n|Sil 
cities [under '50^000 population 1 have ^nptvX^ fundi,*' We 

selected a statistical sample of small^ci^^^^ 

applied for a Hp AG or |2), had appl ied y?l tftdut^^ VW^ • . : 

limited bur: sami)le to those cities that are show to ^be mbst dis- 
tressed by a UDAG standard referred .to as the impaction scor^^ 
^The score represents the sum of the weighed standardizeid scores ' 
for population growth, poverty , and pre-1940 housing .y_:The score 
ranges from less than 1 (the most distressed) to 1^ 
distressed) . We qonsider^d the .most distressed to be cities with 
a score of 25 or less. Townships (and toV7ns) mee; ting:,, the dis- 
tress standar§*^vwere not included in our review because their^ 
UDAG eligibi^l^^^^^ -tixings; on their perform- 

ing f unctiQni''\^^6m^ those associated with Vcities i Also^ 

we did * riot attempt to assess the attractiveness of the 
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eligible i sfiiall ciM,es' ^dnvestment climate . j Distressed small 
cities cbiiia have disadvaritage^r Itich as poor roads and low 
^levels of public ;seryice;;_that would not adequately be. 
compensated for ^^throUgh UDAG assistance.^ 

Bas^d on information provided by HUDj's Of £^ of Management/ 
we_developed stat.istical information on^~&mali; city 
arid appli'batidri. pattetrps. Froiti thiis information , 'we ^ 
Uiat 628 small cities' had impact ion scores of 25^or less afid had 
ri^er applied for UDAG funds. We randomly selected 1 0S^smail 
cities to be interviewed by telephone using a structured cjuesW/f 
tionnaire (see app. il). We were^abie to complete 92 of the ^ 
interviews^ usuallyjwith mayors or .community developmeht of f i- 
cials. This.^response rate enabled us to project our findings' to 
88 percent >Jbr 553 f of ^ the 628 moat distressed small cities that^ 
have never_ applied for ubftS funds* ihaddition^ we determined . 
that a total of 33 small -cities With impaction scores of 25 br^_ 
Jess had appi^ied without success ^ >:Ml of these were irit^rv 
by telephone, using. a?ibther structured quest ibririair*e (see app. 
'Ijjl ji' We conducted our interviews ; during December 1982 arid 
if^nuary 1983. , * 

Of the SVI?? cities, with pop only 67 : 

recei\^a- UDASsrr and .of "these bhly-S 'had Iraf^ction ^scores of 
less 4 We aid riot include a sample of jSuccessful applicant^ . in 
our survey because, the. data obtairi'ed from such a small number 
would not_ be useful iri characterizing success^ factors for cities 
with pbpulatiqris ' urider 2/500. , , . ■ - * 

REPAiyMENT Cr UDAQ LOANS \ v.' * 

To obtain UDAG repayment information^ we used^a :Sept^ 
t982/ HUD listing of all approved UDAG projects /^ identifTed proj- 
ects where a specif ied amount^ of UpAG_ funds were scheduled to 
be repaid/ and tdtaled the; repayment amounts! accb to state 

ahd^^^tsmulatively^^^^^ We selected New York and ; Rich ig an for revi^w.^ 
be^^Vsi ' 25 percent of all "specified UDAG .repayments were, located 
ii|^ these* states. Michigan hSd 32 approved UDAG prbjects with ■■ '_ _ 
specif icl repayment .;ambunt^/ bett at the time bf bur review only 13 
of the projects; wef^ repaymervt provi- 

sions finalized i^^^^Sfnce the file infbrmatibh fbr brie bt these 
projects was unavailable/ 1,2 Michigan 'prbjects were reviewed . 
New York had 137 projects v/ith a specif ied amourit of UDAG dollars 
tb be repaid . V Pive of these prbjects accounted for about 60 
percent bf specified UDAG repaym^rits for all ^New York projects. 
These 5 an<3 30 raridbmly selected project^ represented our ini^^ 
selectibri/j Six prbjects were eliminated from the sample _because 
they wer^ ribt completed or actiye with repayment provisions 



lUDAG project repaymentsbased qn^profits to be/gerierated were 
excluded since repayments are contingent on a .future unknown 
profit level. , 



finaiizedi in sammary^ we reviewed a total of 12 Michigan arid 29: 
New York projects to, obtain tJbftiS repayrnerit irif qrrhatiori . , 

.To .calcuiafce the present value of UDAG repayinehtsr> a dis- 
count^rate of 10 percent per annum was used, Thatfigure was the 
^urtent approximate average yield rate for outstariding marketable 
y;.S. Treasury obligations^ Because we considered only active 
^pftG project.Srv) each of which has unique loan terms> we bel ieve 
^lat the value of these projects' _ repayments carihb 
sto other prdjec^^ In a statistical]^ me way. Our intent 

wag to show an brderVbf magnitude v^ath than precise estimates. 
We believed this method was pfefj^able due to the imprecise 
na^ureof ah assumed discount rate as well as the use of incom- . 
plete data which required certain assumptions. For instance, we . 
asiunted that repay?nerits would be. in compliance with ^stated loan 
terms. . We, believe that the "net impact of the assumptions will 
-riot materially affect thfe results obtained if the^ a^ 
as order— gf-magnitude estimates, rather, than precise estimatesi 
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0»SI Gfi»lERAI^ ACCb.UNtiNd OFFICE 
T«laphon». Survey of oriKO Sbn-Xpplicanti 



City 



Municipal phbhi no. 
lit Rafirrali ' 

Titlai _^ 

Phona I 



Card Nunber 



C^st. Numbar 



Community 
(>ktagory 



2nd Rafarrali 



Titlax 
Phbna t ' 



3rd RefiriTaii 
title: ^ 
Phbfiat J_ 



Population 
Ca tagory ' 



Impaction 



HUD Ragiqh 



Taiaphona/ 

HUD Ragion 



Call back for ih£6rmajt.ibh oh queatibhax". 



GKO Callar 



.Interviewee — 



^alib, my nama ^ 



and I*Bi,vritb tha 



, /:;^'f ' Q»n.«"i Accountflhg bffica in Waahington, b.c- Wa arf an 
^, : agericyi of Cbhgraaa raapbnaibla for avalaating Padara 1 programa . 

• .We 'ra currant^^^ evaluating a HUD .program called tha Urban 
Davaibpmaht Action Grant known an tha tJDAO program. 

' '^•_f*^^*^AD?*_^'^^°^'^*^^" citiai auch a a your a; have not 

Vappltad for ODSG fundi. 



_ ;I^wpuld lixa to broadly diicuia ybur cbromunity'i aconbmic 
davalbproant naada, aa'wall ai ipac^fica rag/irdihg the IJDAG prbgram, 
^'^^ you thti^right peraon in your city tb talk about tJfes? My 
quaaiiona ahpuld .take aboqt 15 mihutei;. li thii a cbhvehieht- time? 
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I'd like to begin By asXrc^yoa to what extent ^^. if aiiyV. do yo" 
i^ve economic aevelopment need* for cpnunercial , industTial, and 
housing project*. ' 



(ij Commercial 

(2) Induatrial 

(3) Hbuaihg 




I'm 'going tq reaid ^you a list of government programs,, and 1 
woaXd like you to tell me if your community has received 
funding from any of them during the last three years.. 



( 1 j bept of Cbmmerce ' s Ecbribmic 
beveio^ment Administration 
programs 

(2) OSDft's Fartner's Home Adminia- 
' : - tration program * ^ 



>('3 ) HUD ■ Contnupi'ty B lock G ra n t 



(4)^^HUb'# Coiwnunity Block Grant 

Small CitJ.es Program (Which 
may be State administered) 



(5) Other Federal programs'^ (please 



specify) 



•w, 



(6) State programs (Pleas^ 

specify ' ■ , , ' 



DK 



3; , To what •xf nt are you aware of -the UDAG program? 
(xj _ To a groat extent. 
(2j. _ To a moderate extent 
.(3) ^-^ to little or hb extehC ':• ■ 



(If. 3, thanK respondent arid terminate interview) 

/ i 



.4v. ' How did you I'earh ii;bba.t*>SS UDAG program? '* 

( 1 ) Ne ws pa pe r /ma ga x ine a rtiii^it^f' i .V ' 

(2) UDAG pamphieti and brochurei 

. • (3) UDAG applicatibh ihitructibhs/regulatibhe 

« ' - ■ ■ 

' (4) DiicusaibhB with HUD drficiate : ' 
(5^ DiacuBSiohs' With . State >ff iciaia 

(6) Dti^aaaiona with local officiaie 

■ ------ ■ 

(7) Other- (Plea »e specify) ■ ' ^ 



Y 


N ' 


DK 


1 


2 


3- 

























































.J 



5, Have you; ever appiisd for Up/tG- funding? 

(1) ' ■ n V^k' (Go to "Unsuccessful Applicant^ Questionnaire" ) 

■ (2) No . •■ 



6. • rbid you or anyone else representing ybur cbmmuhity. ha.ve any « 
contact with HUD tb discuss ap>iiyifig fbr this prbgram? 



(1) — Yea ^ , 

(2) _^ Mo (GO to Q 6) 

(3) ^ D^ (Go to Q 8) 
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How adequate or 



.program worXs? 



w^s ^D*tt •xplahatibh of liow eh4 



U) 

(2) 
(3) 



Very adequate 

A* 

Not eure % 



(4) Ir^adequatei^ 

- . • 

( 5 ) — Ver y i na d equa^t e 



.8. I'm going -to read a Hit of program re^u|remehti. Wbuid 
you tell me if any of these re^uiremeritii wai a factor in 
your community • a -riot- applying for UDAG fundi? 



obtaining the required- 
private sector funda 



.^(2) getting, a firm financial 
cbmmitmerit of private 
sector funds 



<3} meeting the requirement 
that UDAG funds ehoMld 
not be- used in place 
* of other private or , 

- ' ' ; JjuiJl i b '4 ec t o r " f und i . 



(4) meeting the equal oppor- 
tunity regijlations 



C5) other requirements or 

. ^ 

*■ '* procedures (please 

/^.specify) " 
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B. I*d Xixe to raod yoii itveral bthir poiiibl* r«a sons.; for youir < 
cbmuhity'i hot applying for a UDAG* C|C|uld yoii tsll ms 
wh«th«r they a|^>Xy to ybiir cbnmiunity?. - 



\X) Is th'/e an adequate niunbsr. 
'of itaff in youn community 
to. plan and carry through 

'•'■■"■".^i;':;;;a..ODAG prbj- ct? • 



(2) ^s ^the necessary expertise 
, available ' t6 :j^^^^ together ' 

• a pr6 ject^?v;,;;.v; 



(3) Do you .have the money to pay 
for pX&i|ntn^ a' yD^b? 



U) Is there sufficient developer 
Interest? 



(5) *Are t;here other reasons? (If 



SO * plea se sped f y ) 
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^ id. In ybiir dpihibn, w^at ti rteeded to help your coiwnunity in 
applying far ODAG f unapt " < 



A. 



• * 4- 




• > . - ., f 



j7 



(i) Additidivii progriim ihforraatibn? 



V" ' 'i^-.- '^.^.•r' ( 2 ?*'TeSfintca 1 a'ss is ta nee? 



(3) A streamlined Application process? 



(4) Other - Please specify 



1^ 
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11; How llx«ly. or uhlllt«ly air* yoii to apply to the UbAd program 
Stthtn th«'fe«xt 12 months? ' 

will d«£intt«ly apply [ 

4 (2) _ will probably apply 

(3) _ Uncertain . ^ 

(4) — Probably will not apply ' 

' — Definitely will hot apply 

t . ' . ■ • . - . ' 

IIA. HouI3 you pleaie explain ybiir reason? ^ . 

V . ' . * ' < 

(1) y«* ' . 

(2) . no * ■ 














'> ■ '■ — 






T 




>> " - • ■ 






J ■ 4 




— — ^— - 


— ^X- — 


■'-'Ji ■■ 


'a 

' _ ■ « 














i 














- i- ^ 







12.. 'would like to know if you have any other ^obeervations o"r y *" 
commente about the ub^VG prograin., ' ' V '"^ 



: (1) y*»- 

'(2) no • - ' 

( RECORD OBSgRVAnON) 



^ -4 



r . 



.:\- 



Wall, tHit concluaaa ray qu«»tiona. ThanX ybU vary mach for Voj^r 
tima: Ktii) spitacanca. . : ' /■ , ■ " 
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ill • 



APPENDIX III; 



1^" 



. Ac 



U.S. GENERAL ACCOUNTING OFP^€E 



City 



Municipal phone no- 
lit Refer rat I 

Title J ' ' 

Phone: " 



. 2nd> Referral s 
Tltlej -A 



Phone : 



A. 



3ra "Hefeft/iriJ ^ 
Tltler 



Phone : 



-UPAG Appl 1 ca nt e 



□ 

13 



Card Number 
Case Number 

qbiinnunity 
C&tegory 



Popu latl0n 
Category o 



Impaction 



JTJD Region 



Telephone/ 
HUD Region 



Call bacH for information on que»tie! 






OAO Caller ■ ^ 

■ ' ■ ■■• . J.- . ■ ' * "'•■;>... 

■ , - - — . ' " 

Interviewee — . ^' ' 

> - . : ■ . - 

.. * - . _ _■_ _ 

Hillo^ my nime" ii * and I'm with the 

U.S. General Accbuhtlhg Office in >»sehington,^ D^C^ We are an 
agency of Cbngreii reiponitble for evaluating Federal programs . 

: We're carrently evaluating a HUD program called the, ^Urbah , 
Development Action b^ant:program--a Known a e the UdaO program. 
We're gathering infornation on Why cltlei iuch ai yoiiri have hot ^ 
been eucceeeful in obtaining UDAO fundi. ' /, 

^ would liXe to broadly c4i>cuii' ybiir cbtwhuhlty^e •Cbnomic 
development nee^i, ai itmll ai ipiclfici r^rdtng the UDAG program. 
Are yoii the ' right pirion ln»your city to talk about Jhi«7 My 
queitlone pt^oiild ^Xe about 15 mihutii. li tht. a co\y«««nt time? 

.• .i:. . • • ^ ^ A ...^ :. 
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IMsuccessfal UDAG Applicants Ouestionnaire 



1. I'd like to b«gln by asking yoa, to wHst •xtent, if any, do you 
havi •cbnorhic divelbpinent nieda for commarciai, induatria]:^ and 
housing pr6j«cti« ' 


















-2 " 


3 


-4^ 


-5- 


























11) 


Comraarciai 




























\ 














(2) 


Industrial 








































(3) 


Housing 



















I^m going to read you a I.ist of gbvirhniiht prbgraros, and 1 
vrould lik« ypa to taXI' m« if your cdiisnuhity has riciivad 
funding fro» any of them during the ' la^t three years. 



' (1) Dapti bf CoiTun'erca's Economic ^ 
Develbpmeht Administration 
programs • ■' 

( 2) OSDA * B rmer • s Home . Admin i s - 
trat ion programs 



(3) kudo's Coinmuii[iity Block OnnC 
Entitlwnant Program 



\A) HUb^s Community Block brant 

fijnali Cities Program (which 
' nay S$te administered j 

(SX -Other Federal prbgrajns (please 
■pecify) ^ ^ 



4 



rj|v^|v^6) Itate, programs ^(^-f^J 
■ . Zi^ specify : 
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Y 


K 


DK 


I . 


2 


3 


6 

'X 




























V ■ 
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' W(»:un^#r Stand that th pait ^aari your' coiiiinunSty Has ip'p lied 
for; finding andar HUD*'« nrbsn Devaibpment Action Grant ' ' 
Pragram- (UDA6) . Is this corract? 

Yas • ■ • • X 

Hp (Switch to "Non-Appli^nt ii}U^it|i^nnaira) .' . 2 . 



t • 



4.. Did your connunity ra^alva UDAO funds? 

• • (Go to Q 5) • • ■ • • • 



.- ; ■ Md,.» (Go tb« Q 

CouXd you provtdS;*U8 'with the proj humBjSr; date, and 
Bf^unt of aaehi^D2^G award that you racatved? 



project No. 
Date of Award 
Amount of Award 



(Thank respondent and end interview) 
^ 6. How did ,you. becbiiie ainre of the tlDAG prdgraiti? 



- - \ — — ■ — ■ — ■ — 

(1) Newapaper/maga^ne articled 



(2) UDAG-pamphiets and bTOchunas , J- 

(3) UbAG application: forms/regula'tibni 

(4) ; Diacuiiibhi with HUD officials 
(5> DlicuiS ions With Stat ^'officials 
(6) D^sc^jss ions with local officials 
i^y other (Please specify)' - 



.5jL, 



Y 


N 


DK 


1 




3 












































s" ., 







It 
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.'J 



7. bid you discuss your community's apjpiicati^hCs) with 
officials of HUb'i. . 



ohttsdquartsrs? 
-fsgionfil offics? 
'<*arsa offics? 



Unsure 



(It "nb",,sp Bto. Q 9) 



8> How adequate or inadequate was HUD's explanation of how the 
prograxn works? 



(1): Very adequate^ 
('2) Xdeqiiate 



(3) _ Not.Bure : 
\ 4 ) • i na dSqi»i t e^ 



1^ 



(5)' Very inadequaile 



9, HUD records indicate that yoiS Applied for a UDAG ^ times, 

' ,^'|tifl;er -HOD humfeer, ^ . v - 

T -r/is this correct? (En,ter verified/corrected number) - - 



We would now like to ask you some specific questions abbut 
(each of) your application's )• . 



ERIC 
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r 



APPLICATION •♦ 



(NFC date) 



KOTE: RESEONSES TO THE FOLLOWING 5 QUESTIONS WERE OBTAINED fI)R EACH APPLICATION. : - 
fSBm a city. 'SINCE a' CITY MAY HAVE SUBMlTTEb TO 6 APPLiQATiONS , QUES- / 
• . - TlOtfe to THHOUGH i4 WERE REPEATEfe»' IN QUETStiONS. 15 THRdUGH ZBl - - • 

"To: HUD pScpras ihaicate-that your aoplir-^ition waii. not fund ea 

- £bf the tbl^wtn^ reason (read checked riiionl : Would you tell 
... c^ me ykether you a^ree or disagree witti HlJb'i rea^dhihg. 



m 



■ ^- HO0' reason ■ 

(1) Insufficient-Winancial 

— r . . 

■ : commitment? _ , 

(2) "But for" test vras hot 

■ - met 

• ■.■ ■: " : 

^- '2, ■■ .- (3). Adverse environmental 

h . Impact ■ 
4 ) Incomplete applicatipn 

(5) Application withdrawn 
.*'^' \ hy community 



(6)^ Other reason- v 




i|.v Would you .explain in mb^e detall^why your application wis not 
funded \ ■ . i . 



Ill 



(1) yes 

(0) ho comments; 



; APPENDIX HI 



r 



- 12: Was this jDrbJect ever resubmitted for WKg funding at a later • ' 

' • ■'^kvl^ . ^ ;;, , , . _ ; ; • - - • 

date? ' • 9 ^ ^ 
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(^5 YK) (Z0\jj0 Qlk) 

(If "yes'') , 



13, Did th« »c6pe of thlji projBCt incraasc, d«cr«ase or remain 
utiehangsa whaii you rsiiibcnittid it? 

(2) vcbpe decirttssea ' 

■ C3) T^-»cope un.cha;n^Qd 

Get appiication number (*.g. eicondV third, etc .) from 
reepdhdeht and go to that part of the queitionn^lre- 



(If "no") 



14.. Would you tell mo if thli project aro^ped, li itlU bring 
promoted or proceeded wlthotg^ tJDSG funding? ' 

— been dropped; by your eoitsnuiiJty or 

*'■ ^— *- » - ■*-- ■ . 



(2) 



private sector » 



la. stildL prbinoted by your cotmnunity or 
private'' iectot. 



(3) proceeded without UDXo funding. 

(Specify »oaree« of fundi, jind changei in 
the project'i original icoi^a or scale;} ' 



(4) doh*t Kiiow. 
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^0; in yoiir opihibh, ima€ ifd^a to help your community in 
riawilyjhg for UOXa ^an^st ; - v 




il) l^itiohal progrsm information? 



(2) Tectmical ammlmtiiifq*7 



(3) A BtrMimfiJi^Jl application prdcasa? 



(4) dth*r r PlM«^ apaciiy, 



V 
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l; llXeXy or unilJtaiy ar« yoii to apply 

wtthiri th« next 12. m 



■I 




(3). _ Unc«rtJilT( 

' ". •■ • V / ^ • ' _■ 

Ci5 Probably wlii not apply 

:D^|iflit^^ apply r 

42. ^Kouia you plaaaa ixpXaih your riaaon? 
U) yia 

^_ - (2) "no ■ ■ 

-v:. . 

^RgeORD VERBATIM) 
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prbgra'm 



■:/■ \ 



5 ■% 



-St. V 



EKLC 



43. 1 would lika to know it you liava any othar obiarvationa or 



condaanta about tha UDAG program* 
(1) ymm 




(2) no ^ 

iRECORD VERBKTIM) 




Wall, tbst concludaa my quaationa* thanic you ^ary much for your 
eiina and aaatatanca« ? 
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5MA£L e I TIES 

IS- BY::^^A^E:^ti^t?: ELIGIBfjEgg 



t 



e 1>1 



Aiabama 



Alaska 



Arizona 

Arkansas 

r 



Bil^tble _ ei t ie s Appl icahtr'^'cities Funded cities 



' 't 



3^44 

■;■ 63 ■ 
> : 10 : ^ 

-it 2 7 • 4-1 



Georgia, a:. 

* _. ■ ■ n 

* ■* Hawaii f ■ 

ildahov 
lilinbis " 
iadiana, ; . 
Iowa 



: < ' 3BT. ; 



Kansas ; 






33 




20 






* 










0 




a' 




n* 












1-9-' 




1 3 




11'* 




*c ■ 


^ i> ■ ■ 


■ 2 ■ ; . 


• . ■ . : 




A: ' ■ 


z 


■ . .■ •^ 


1 


'■ ■ ' ■ ' ' \ 
... 'r ■ * ^ 


:S ' '■ ' 




2 




31' - 




15 




• D' 






: 


4 




* . ■ 








. 1 9: 








10 




25'-' ; 




24 




' .- 




~ 9 ^ 



' ^Covers the per lod-v^f rbni initiar. UDAG appiidati^bns and award$ in 
'•^ • > 1978 until .^G:;teoBfef^ 1982 and^-^^S^^ smj^l'l cities listed, b)^^ ^^^^^ 

HUD' s^Of fice of I^na^eiri^nt in'i^Septejnber . 1982 , as^ niinijnum^- 
■ - ^ standar4.sr fbr^jihyeical »and ecohonti^^ Smalil cities^ that] . 

meet these distress standards axetjCfphsi^^ be , pbfefenbially 

/ Eligible for UDAG, _ These citi^^^'niustril 
in achieving r.^rfcain equal bpportiinit^^ 



their tirst 'application. * 
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APPENDIX 'JV-:^ 

State > - 
Kentucky ^ , 
liouisiana 
MaiiHe, 
Maryland 



Michigan 
Minnesota . 
Mississippi 
Missouri _ 
Mont aha, , • - 
Nebraska : v 
Nevada : ^^yi'V' 
New Hampshire 
New Jersey 
New Mexico 




New Yd 

North ' Carpi iha 
North Dakota 



Ohio , . 
Qfclahbina 



225 
218 

17 

77 

12 
241 
434 
224 
639 

77 
357. , 

' r- 

1 

52 , 

55 
336 
.298 

.■V'.'- ■ »' 

.233 
434 
405 ■. 
74 



fiPPE;NDIX,;:I\r' 
i cant cities' Funded cities 



12 

17 ■ 

7 

6 
10 
29 
21 
18 
38 

■ 

4 

, ,0,;.; 

17 

4- y 
75 
3 1 

1 1 , 

26 

29 ' 
• 5: 



Tl 

i .• 

8. 
13 
13 

l' 
1 6 
0' 
1 
0 

0 ' 

8,. 
3 

• 49 , 

9 . 
■ 4 ■■ 

• 15 
14 

0 
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APPEND3:.X- .1^:^ 



state 



Eligible citie s Applicant cities , ,Funclecl cit-i^s 



Pennsylvania 


574 


.Rhode island 


3 


South earbiina ^ . : " 


17a; 


South Dakota « ^ 

• r - - . < 


236 


T^he ss.ee r^^^^^^^^ 


199 


Texas ^ >^ 


'326 


Utah ^: 


58 






Vermont 


37 


Vii:.<ginia 


1 18 


Washington 


97 


West, Virginia 


164 


Wisconsin 


243 


Wyoming * 


17 





-^-^ ^ r 


54 


■* 28 . . 


2 




12 • 








11 


3 


3 1 






1 O 


4 




4 


■ , ' ^ 










■ 5 


■ -2 






17.5 




15 


8 


• 0 


0 
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SMALL. CITIES' UDA6 %PPLICAT] 



ENS STATISTI.CS^ 



Ta)3 le:n --2 



Eligible cities- : 
with pops, under 
2>500, 



-a. 

Arizona 



. . ^ '^^rkarisas . ' 

■dj**. . _ - " - . '-^ 
'^'\ •Cali.fdrnia 

-Txblbrado 

Connecticut 

Del^are . V 

Florida 

Georgia ^ 

Hawaii 

^iSaho ^ , 

Illinois ^ ; 

■ - - 

jtediaha . 




Applicant -cities Fund^ 

■ ■ ' ■' ; ■ ^ 
. - ■ -6 . 

3 ; 

.- ■ ■ » * 

■ c; 

^ .0 
■ 0 
: ■ ■ ■ ■ Oc.' 



/a 

Kansas 



1 



5 
0 



■ / >■ 



4 

d " 

0: 

1 

.0 
0 
,0 

- - < 

0 

3 ' 
1 

0.^ 



arbvers 'ttee period 'froitr 4ni*ial '*UD^G :agpiications . : 

llll lntri ' ooiQber 1982. and a|telies to..%in^i 'citie^'^^ted by -"^ 
,HUD?s Of Pci^ Managemer^^n^^ 



stand'Jsfds for physlcal^^^d. Economic- dis 
meet these distress stainda^s^are consr 
" eligible: for UJ3AG Thes^n^it-xes^raus^t « 
in achieving certain equal o,p^ortantt>< 
th^r.^f i.rs^:- ication•^ v 



red 
:sd_ d 
goals 



Sitial^^ ties that 

be ^Potentially 
>nstrate result's 
f be f 6r e s ubm i tti m 
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State 
Kentucky « 
uislaha"^ 
Maine 
Maryland 
Massa 



witth ;jp6ps i' iahd^r > 



1 &7 • 



cant cities' Fuhaed cities 

, . ' . — ^ — ^ — ^ — ■ ■ — — ' — — — r- 



- ; 



•Michi§xiri>*> .> '^i^N 
Min^iS-t^''':^^.^ 
Missisi^xppi J^r 
Missouri > 
MontaSa 



Nebraska 




. 1 
W 62 

b 

171 



, :r: ' 398 



: ■ ■ 2 



^7 * 



At. 




16=9 
552 
63 



Njpw gaTnE)sh^f te 
N^-5ers^y ^ 

Nj^rth Carol ma 
.^(Nc^th Dakota 
Ohio • ,- ■ « ;^ 

• Olclafiomfe 

' ^ #1 '"'^ ■ 
Oregon 



0 



,0 

^ ^' ';i2, 

, "" 4 



2 • 
. 0 

6 ' 

" 8 

- r ; 



0 
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• south Carolina 
'iSoath Dakota 
Tennessee . 

, Xexaa 

<• * ' . ^ - 

Vternipnt v ' 



Vtrgtnia 
^ Washington 



Wfest .Vir 
.wiiSdbhsih 



^ '■■ Elig ibif^cities 
with' ^ops. under . . . 

# 2r5QQ Applicant citiSs funded ^^x^^ 



. 126 



' 61 ■ ' 



i>29 



'94 , 
'132 ■ ■ >. 



5 
7 

• ; - 9 
2 

d 

2 

i - 

^5 



4 

\ 

2' 



.1 

'•..vv.*. 



^3 



0 • 
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OE^ INFORMATION fY£ER^ 



DEVELOPMENT 1 



__s ■ ■ *" . 

Ur^n bavalbprnent Actioo GrAli^jt^nij 



if 




mjEts. ^ 

A new motor inn and Health spa o^ned \njEsslU¥0ri^odi^ ' ''^*^?'2a 

August 1982 witliTO i^oonis aria over 90 hewiobslTKe developer itjA ' need^j 
, teimerliwMledJt^SJnJlliSn.JiniJJi^^ : ^J^^om 

' >lcf/on_Gi7nr^Nj|weerirnew water and sewe^jines arid a second ::.-^«>r: grmnttd i 
- mortK|^« iMn for CQ^isfhJction of the project r)^}*" '. 1^00 jo6 




BQWNWI/N, FIX-UPS 

Whe|L28-m^eVdKui1sJhd JLlocal bchk 
" tteir_j»ropertLeSt UPAG_aMf*^«^ 
repbce sjdew aiksj nstaii new ngtjllnc.^ 
parking. ^flrtPCij^r^'ect trtglired a 
^ffistorjc- districts Comfefe 
■^fWpnuet by pver $14€J 




Its rejaij 
Gardens. 
City a rid . 
)ich wil 



tha^FederM} Govemment Is herbiag smttt ctlips ift/mut»t9 imestmwtt a 



APPENDIX V 




0 ivy I 

IIS Y^AR. 



i-''-^-..—--.-— .-^-wy--.- . 
iikc th4Jirgtsli|mpLom lnll«if«rtown.JVe*i^orlt. 
bUi^ta'irhd oif|Mnd ij^ comfMrny ' 

it« and city ttiff to pFepara the ap^ aHa 
'.^fi.S mlUUm io raaucaJtia fihaticing coit. ta^ng 
craatirtg 400 naw positions.: > ' ' ^ ^ 




IG CENTERS 

■d J>^aclatarlorati ng for aavaraij>afi whaw I 
rniM. received m mWlioh ""AcWm Grsnr^Be^ that _r 
-6ii)littUtJaQdiufids_to_a domniom^^ carter 
svar 200 jot» In i|[^ispanic neighborhood. . 



' 200 jot» in flf^isp« 




\ ind improve the /o«? ^pnomic Shvimnmejii^ 
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.: APPE15DIX V 



:■: How the funds (low: 



MUO crants UDAG 
•* ■ iiindtjo 
' distrisiad 

* -> eltiM. 



ooo 



^ Citin i«nd - 
■fffiioriiy to the DDAG 

proj«:i. * 



0 0 

r 



tiM claveiofaer * 
;itopays the'citt? 



- St" 




■i-i' tb» i:nonay In- 

deyolo0meiit' 
actlykler 



o 
b 

6 p 6 o d 6 6 b b b b bp d do bp oodddoq d;d o d d p o o 



V '^a'^-^:- 4^ -J --: 

' V . ; Attfoo €nntifuhds have a, rant^ use9: 



-.4 





VDAG (Mh provide yafVqu^^^^ 



;eresi SQbtidUia 
[asa Fliiijficiflg^v 
luity Invastm/^ts 



■v: 



r^Thfl 4ct/oh Granr Pn)grSm>s frflx?6/erfitcin't^^^^ WNgt^o joa needAoiget an Action Grant? 

fypo Hi yqur'needs: . ^' '-"'iy ^ ■ ■' ' ■ 



• • DDAG tiniDCfttiargQ & amatt pro|octt. 
T«rinsJUr«j)«gotiablo. . - ; _ _^ • 

RaapofiM it quick. . * J* ^ 

4^hajeaj«»i*Unce it avajtable fh>im HUD 



• At teasL$90.M^vati f uhdi^ fdr each $X:00 of UDAG: 
^ Evidehca l£at the project hf^^ 

• Hfrm, prt*M*finaftcihg cmmHiafmnit. 

• A,project ttfK^mu^tax 
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> '. ; . -i.j* . > . ^ ' . — •— ' — - - " . ; -. : r 

" poted in pSr /reportif of f icials f rom^the oEf i^e 
\cited - four ippg-oii^, technical assistance .contr/acts and one 

- :^'new' cont-ract aimed at .^cre.asin§ local economic deyelopment 

througJi 'th^^uSAGv^D^.^^^'^ Two of these con-^ : 

.* ^traet;^ emphaSi ze general economic development 

* .state^g^vernment level^ on f ssistanbe* 

i^to pat^^ici^lat cities ' ar^Q pro jects ; Overai^^^^two o£ th^se f j^e 
: :G6ntracts 'pgt explicit emphasis on increasing the participation 
of small 'Cities in the ^tJDftG program i • 

• TTh^ first 6£ th.e^tate-or ientSd contr^^ets was awarxled 
V July 1 9¥2 i: to the^Natibrial ^veiopment ebuntfit for the HUD- 

"fepbnsbred" Small Busin^ss-'^ Eflmiomic^^j^ program i 

/ prbg^a|T) is.. designed ^ t creaffe ne^ permaherit private sectbr 
. and *lnc4^ease: local priy investmeht^dri existi ihdustrial'^^^SInd 
commeircial small .bu by helping *^ the Gbveifribrs ' offices bf 

20 selected states esfcalslish their vbwri setf-sU-stainin^^ e 
" develdpmeri/t cap^^^ of the council ' 5 specif ^^^y^as^fe Is 

to train anq| assist s^^e ec^ dev^lopmerit prof ^^"^onals in 

'^"^iQwi:^© Use f^cperal . <iC(^^^Sid slich '^'as the 

: ,XJID?iG ptb^^ or support th^ 

'financing. b^ commerci^al/indu^jt^ j5ro3e^..\^ . :>^- 



in 



•jr|iQ^^ s^ond tggbrBpi^aL 4 \;:' 
epjim^^^^ level is-^ub.' s • cofetrii'c^'iiwit^ . 



• ■ :■- ■ 1 --^ 



, .qf^:^t^je pevi^lopimen t j^Age The^^. 

^i^^. ^g^mp^^^ve thei a of five. selected 

>v state gove^nn^ local econorjic development!' pjo-"'' 

roQte batreacH it:b sm and: cbbrd'tnate ^av^ilable federal^ 

;7 ^ ^i^a^e^rv jr^ahd; pravat^^e^bdrces i This eiEbr|^>;;emphasi^ the^^-al 

' : u^ej^^ JS^AG^fand* ebmitiu Grani: f unds; in ways ' r - 




prbgiams arg appr^^ch'^^idev within t^p^ prbject". 



*'^?0lnc. ^ is ^im^d ^ at^' 
V ci-ty gbverhment-s . 

^E^2 d 



th th§; Mex icati^/^er ican Reseairc^Cent-er / \ 7 
dirJg ijDAG technical assistanc<^Rirectly 
' 1 B'^mprith .cq^ awarded iflpeptember 

ate empjbym^nt and ei^onomf^develop- 
v^V'^m^nt^Wf&lbnq^ the Me'^xic^nr^linefrican P in 12 metropolitan 

s ti^e& .'^glect ^ ; Ar^pna ; Ar kahsas , Flbr ida ^ 111 i no i s^** 

} Minniesotay Mississippi / Mis-^^ 

Ut;i^i/ Wa 






1-^ ^ 

M^\ne M^jry^nd-^:!.^ s a c h u s e 
so u I- -iJ^br^^Nca N§^ad a 
Pennsff^ini^;: S^mth 

Ltat^ i^&te^cted werej' ^Kentucky / . toutstana^ 
thV o^otg^,* and ,bklafi^ 




w Mexico y bhio^ 
gton . 




egonT: 



Michigan^ 
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search- cen4:6r , and the part icipatingVc^ 
spe"ci.fic minority Biisihess veritttr^s , whUchvW^^^^ make- use of fl 
ODAG or Cormnunity Deyeigpmgnt jBioc^ Graht2_grbg.ra% 9s partial 
funding sdurce's;* since all of .^f^^el^dteja. eifeies^^ 
as "metropolitaq'i" ttiis effort have d6^^^^^^ ^ffe'et-onV. 

small city U3^G- par ficipati^^^ ,. 

hud'' s fourth teGtinical ; aq^.istahce^^^ deals, in^art, ' " 

specifically with sma±i cities,^ Th^ic^r^tract with HSr<??Dnr^Lt;d ^ 
began in July 1 980 / Has encompassed _ four principal ^ tasks: ri) . to 
revise the sections of tHe KDAG application djeallng with pror 
jeeted Jobs §nd t^x ;t)eneMa(l so that cities could provide mor^ 
realisticit specif xc ^^land^^mparable information^ (2) ^ to develop* 

. incrbasie small city_participation in 
provide assis,tance t'G^ selected eiigib . 
tie^s that do no^ have" the technical 
paqSaf e , .' and ^ub|rvi t;^^ a corppet^i tive UbAG appl ica- 
assi^t aei'ec%W^b received UDAG 

had felemlh^^^ With regard to. 

. ^ the 



and 'impiem^nt^ a strabegy 
tfie UDAG progiraiTi.,^ (3 j _:t ' 
me'tropoi itati-'arid smaL^: c 
capacity to pl-gn 
tioni^r and (4)' ¥o 
f unding.,jftiit ha^e 



1 cSp3.'as^ B^lcydn 4repafeei!^^::a^ to-^jafitf^^^ office on 

)robl^m of small ^city i>art icipltion , 0eve£&pea an<^hf ormatidiT 

.yer for -Jfrfajl pitie^/fs&t' app^) ^ .^nd ^provi^e^ . technical _ as-- 
sistaRce :^l||is?haai: ci^ 
assi^ 



This 




facused on ^e solving 45r<^ 



LS assisr:afT;iGe^* racusea^ on ^e&*^j.v a.i*y -^i-v^^^ur^iir^. v-w t^-^- ^j/Z^ 
a airi^^Ki^ln s& had b^en- fund^^d*. 



e 

es 

uot 
gS'i^tic 
^acb se^sic 
pants w 
ects 

McManis A 
witti. about 7 
and that 

proj^ct^^- 



e 19S3, HUD^be^aij^ a./lg-inontlf coheract- __ 
esig^edjto prq^jftde^ferajjiiny^ assistance 
^^Snfe^ntttrJ^s-v^ -are^eligible to particiE5M£e -^in ; . 
lram\j^^^^^ Associates will 

~ ' 'pb; countryy ^ 

: ^ra ai^ - c i tl'^^S-r w ij. 1;^^ 
v3^^s^ese ( ianfi : w^)!? kshdps- wilf ^ 
echni^^s-\^i^^: a^^^ potential ;5ev 

as- in^iferinktil^fi ppl icies --and^^S^ 

ia1:%^ will aisp: |>rb^d<e-^^^ 

of * the. rci.ti^js^hatr:^p^^ 
i^been^ i^Sntiiiea^^^^^^^^ potentially furfd 




Abdut^lOO 
tted tp 
tici- 
ent proj- 
resi . 
shops ■ 
kshbps . 
^ le \ 



ese w 



6)ps will be^^eid ^in, each-^^. the s^l^^^A 

citi^sj ani' v/ili incfua^city oUiS^^^^^^^^^P'^^^'^ 
cier^/ Ruy:hetts*^bll&wtl© asfista^^ techi^al 
asslstahde will be pr^vi^ pn dimand- to ^about 2^ 
cities ^selected for * €)c^e l^al worH^ipp^ijf» 






s have feeeh anno 




3The regional: workshop ibcati^ ^ _ 
^ BirmMftRain , Ala. ; ^acramehto^^ fW^^^^^i} ' 
' Git^ Mo. • 0^^^ So.; Cincihna^i}s^^ 

..ri^^l]^s~FtV WbrthV T^x^ Aatoriid, Tf x . ; Newpor 

and ^adi-SonTriJ^rs-r^^ 
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£s bsihg the foiibwing instep %^rk with your ^risdiction's ^ax 

t ( or finance and Revenue I Office to cangl^te IffHAS KWI S. Yoa wiii 



a* cxan?^ UIRG POFM 4 mdS^lonnatibh bh tax 



:^arev 



e by use ard projected sales if& the proj^t. 





UtAG FOBM 5—1 ax Revenues— seeks an jestlinate bf^e net iiicr ease in t«a ; 
ffe^enyis that the^^licar^lurlsdlctlbn fron the prbpSfled 

OttG project; ftRJiicants my elect to jise alter^^ estimat- 
jUig. cSiang^ in real prbper^j^^ax re^^enbes or othe tax reverjues^ provided 
that tl^ e^lmatihg met and Calculations a^^ and gxplained. 

Section 1 of the fom— Real f^bperi^ f«ee-'-^ the taxes that will 

; be paid bh the prbject .i^ieh it is conpletcfd.- If the UffiG jprbject oni v . 
tavolves cg>ital eguipnOTt ac&is^^ ler^ c^ Idy 

and -f/pid "O" in itan le. Otherwise, cc)n?>lete these^tems iind enter ••N/A?-^^ 
in i^em Ig. , , . ' 

Item la is the market value of the project i^ir ccn^left^ estimated 
a standard tax appraisal precede^* f>3r,inn'iti^Be prgjects^^w^the 
^stim^ed value bf the project ijpon comB|etibh>6f the final ^ase i State 
estiit^te ih curreht dollars;^ bf market value 

sum of iand value ahd.e^lnafc construction cost-; . . : 

' -- -_ --_ - - _- ' L ' ^fe^*^-^ __ ! •- • . ■ . 

^Efeern^^ is the fractional tax as^ssment rate. Ihis rate can 
f rem ther tax assessor's office. 

qn Ic is the product of Itans la and Ibi , 




obtained 



^ is the nominal tax rate for the l^G project u^i, Inclnide only t^t 
(Of the rate: J^r taxes ^t will accrue Jto'^the local jurisdicti^^ 

bbard^^ E^lude^l^^^^y^ :fm 
_ *tdietr ictg^or ottetyS^ . ihe tax assesEbr^cah suppis^^ 

iformattoh on naniniai tax gra|^pgfr-a' multiple use proi«t# agne J^j 
ti*s masAhave differeht talrii^S|^^ rates for Siffe^ent tjses:. 

a UK balculatibhijt^^I^ through le shbuld be 

^para|:ei5r-''i©r^ach group of uBesitfiafe^ is at ji different rate." ^ 



profit bf^lc X Id. 



Item If is the average jtax abatement that wil3 
over the next 20 years. If tax abatemeni 
Otterwiselsum^thep^ t\ 
prescribes for each o^ th€^ aftej^ 
Divide tjfe 50^^26, J^^d/ehSer the ^'^r^^ quot 
abatement schMlile ^Ttfie aH:liwtioTi hari^ati^ve^ 



Received the projects 
■^e 9f f ered enfer,^''©" i - ; 
tax abatemi^t schedule 
t coftifient^n^t • : ^ : . _ 
• Include the 

item lq > Eatjiain method^ bf caiciiat^iShrand duration of payftent for P^^j*" 
if less than 20 years. ^ ^ r * 7 



5mt of^rqject-fej^ted 
^tife that is expected^o b 
year after prbjSct cahpletibh . Cbiiht bi 
jurisdic^on will receive. 



item ih is th|^ 
distfrict tax 



iil_^^sessmeht_ahd_^eci^ 
enet^ted in tiie^f icBt 

that ^ >PBH<?a^': 




4# 
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-rfegfr44 is the anoimt of?-ceai $rpperty tax that the UDRG prd3e?t parcels 
generate as presently developed^''^i,rf the parcel , 
tax ' revenues e .g . because theyiare heid by a gcverment or non-prof it 
organ izatibri/ enter (Oi. ,^^^^ biH^ for each - , 

prjjjeet parcel can be fiBtainSa^frpni tSe feax assesspr . • 



item 1 j is the :tofcal of It^S-le.;- If ;+ i^ -^ . ; 

se ction 2 of the torm—Othter, Taxes^eterplr«s ttie^liJjely changes in other 

tax revenues that will resptlftOT jteJWfiG project;^ 
■ levied by the aj^icant jurisdiction and taxes r.ietpeh.^^^ t^ the ajplicant , 
' 3Ur4sdication, /^.^g. hv th£ statel bv a le^al3;y ffl a ^atgg-fogm^^ If the 

state i^siature decides fflThtmiy-b^ 

to return to tl« ai^ilicait ^isdiGtion, rather' tt^ui usi^ig a 
fixed percentage^ do rot count these stax reventi^j^' Exduae alllFederal 
-taxes. ■ ."■ -■ !■ • 

Iten s 2a thrbiigh^^ seeK the sales tax in^ff^of the proj^t.; i^^^ 
"by the drink" r taxes in sales tax. If no" sales ^x ip l^ed by or; . ■ - 
returned by formula to the aEplicaht jurisdiction^ enter -"N/ft" . m 
2c. If -en alternate yfcalculation method is^used, d9;not tnelude sale? . , 
taor changes to new/ increased expenditures by empleyfee^, and bu§iiie||es. _^ 
or f roifi sources other than businesses moving to or ^f tcsn^^ Retained '^la^ 
the UBAG:^roj«:t site . . ^ , . ;^ 

2a^ is the s|ies tax, geierated by hew businesses Icc'at^^ 
proiect. - . Exciudelbusihesses moving to the sife-frcait another sit;e viithin^ 



the ai^licaht jurisdiction. 




K a ite^^ is the clrange in sales, tax gai|Mted ty..businesses^rc^ 
' • from the project site. Be sure^tg pr^gi^the entoy with sign if- 

' ^Baies tax will increase or a--" sigrTi^it will decrease. N?f aw^bi^^^ 

ness** will relocate within t:lie aiplicant iurisdtttioo^but off the propect -.^ 
^ i*te and will- not suffer a'l^s in saleOue'-t6 its^^move, do not considec^ ; 
y . « d>is business whep o^routiha^s^^ tax. changes.' .sMilarly> §0 not consider "!, 
i-..* •n«r,i-«« -r>.rn-i«'f Rit^ from elsfewMere/ih the arolicant 



v.,, |iri^ buaiqess mpving to_tb^i>rpject sit 
''^*-f' jW.lsd^ction ^arri jnot;^pe^.i«"<=ing ah i 

%lieft';^c''ls fchS^iSuni of items 2a + 2b . : 



site from elsfewMere^ the. agplicant 



irfcrease in sales' taflc reaenues; 



cant purisaiccion, entei 4ir-A«=>» ^ ^^^^^ ^iov ^e^'—--~ 

and caicuiatiSrie \ised ttr^stimate inccmi. taxes, r Include 
of new businesses^ pJfis the inerease in 4neane texfes of business moving; ■ 
to or eJcphdihg at thejsiferiess the^ioss^rinjl^i^OTe.*^^ b^giesses 
curtenUy on^the ' site that ^Hl_disTOntm rel^ate oiitside the 
efpiic^ant jurisdiction. ■ j, . ^^^^^^ 
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iterrje is the average net 'ghange in personal property taxes^-^tjiat the 
applicant juris^ictibh will realize in. the first 20 years bfthe proj- 
ect^)5^*life. loc^ude personal^prbpe busirfesses at thi : 

site ,*^^ana on bis in^sses locating at the - site^ butslde the agplicant - 
juriSictionr^and^fie^^ for Businesses expanding cijrrentiy 

,ori the site. "^^rsphaJ/^ rediiced each year as_ the property 



that s\ 
: t ion 




with pqr«chals^*_ 
^ pbsblescenSI, 
^^#iual personal; 
of 



tftdes ^beyond the end ^ j^l?e^ deprecja- ^ ^ 
repiacehent. -Ideally , .^^^toaid cctnpt^^ ''^^ 
erty tax ^rpss the ptj^^^'yk life cycle 

Bijn Scross the^ifferdH^i^ )- ^ 

ine^|^^5|l^bttx:dens^ iccai revenue d^f tmente and tex 

assessmil^ off ice^ use r bf-rt^UT^ to est lihate. likely personal property v 
^ tax ^feceig^s frpijl- a pr^^ ^Plea^ge ahbw and explain your eStiiitating methods 
''^ and caTipiatatioi^.^>''St3te estima|;is^^ i inflatton 



r^ry : - . . . ■ . : -T . : - - > ' . . 

Item 2 f xs thfe net change jui hotel inventgry, business firahchifil and mercari- 
t ile taxes that the a^pi icaitt^> jur^tsd iction will realize once the UEfiG project' 
/^ig'bUilt^ Use , current making this Ultimate i IncltxSie taxes on ' • 

vl?^^lY^??f3ted bu^ ihtb the ajipl^Pant jurisdictibrir 

pius/^increase in, taxes d^ less taxes lost du^^^ 



or d^^^e^ ^tan the jurisdtctiort of businesses coffrerrtly ' 
^i^AG proiedt ^ite* i ^ * ' c ' . ^ ' 



lb<;ated 'bh' the UDAG pro^e 

pr^^^few\^ Show the natare 



' amoufitj^bf each tax. ^ ^.Exclude* fees Jbr service sucb^ as license br "permit • j — ^ 
^©5s 6iat c^e *^ ' / 



^Item 2q xs tijp fciace tfo/^ any other type qt tax. revenues that the UDftG ^^^ 



Item-2ti^ is €Kfe/'lgin.bf Items Tc, 2dr l$| .2f ^ 2g.' 
- 3 is ^eUtotai of ; ftems 1 j and-' 2h^ 





:ructi6hs: Ihis -fbrlfi^'bbtains the n^tji^ -in tax. revenues that the aptiicant *, 
^ jSriBdicti^^expec^ "^^^f^^ ^Eft6^r63ect. It cxjyrtts^hly ; 

taxei'lS^^^^^irrted by a ,se€^»uie ta''tlfe:;eppyc^;;:|p^tAis torin,^ 
plete ail iteSs thj|- 'ire applicable to the; propoi^^proD^t^^^ pn:a_^palrate page, •. :^ . 
-■sS^H^clude 6 natrative description 5f^theJbasic esstntiptVohs ;an<^ , tec^ used in 
;^*^^.kicui5tirig' these ficgur-s. If'ari itelfl is riot appiic^bier^b th# propased ptcgecf " ' . 
' • insert "N/?.". -I^ter to the preceding Instructibri Sheets it. ..tuirtlier, guidance is 
needed;^ . r'-,. 



0, 



^ectibn 1 iReal Proper 



P 



. im&ket yjai^ -canpletion 



Btadtidnal tax assessrnent.iate 



c. Assessed value of g>rdject tason conpietion 
(e x b) • V * 

. ■ - ■ ^ - > . 

4. l^inal tax^rate of ttie local jurisdiction 
and its schbol board for the ems projeqt: 
]' ^ use, ^xclodinj port£b^^^^tax rate allocs 
^ . i ^r^ im^. ti ^ r ^ r^o^r ^fe^ T^-i^ 4f ions -Gtm £^^ 




VII 



h. 



Ex|J€Cted rweriues £rOT assesanents 
2ffid special tax districts that will resui^ v 
from this Reject ^ - 

iax bill current year for project parcel (s) 
as presently devejlpped 

lOTftt: eha^e in property tax revenue^ : 
paid tb: local goverineht^ (e - f g + h - i) 



Aiibuftt , ( : 

- - 



Section^ Other Taxes ; Changes in ,other tax revenues levied k^r or returned by fomula ^ 
tb aiplicaht jurisdiction as/a resiilt of this UDAG project. Exclude ail Federal taxes 

a. Sales tax gimerated by ^ew ^ ^ < ^ ' ' — 

aDQ^rifvied^by or r^ fprmi:^ y^^ 

to applicant jurisdiction 



Change in sales tax generated by r 
busiiiesses moving to or from UEAG 
project site or exparxSi^ at 'the 
^ite? ^indicate or 

?«t changes in sales^ax levied' ; 
by or returned by formula to , / i 
applicant ;^urisdictibri (a+B) ' .^^^ ^ / - ' 



d ; Net , change d oe/iq UDA6_ pr o jeC t ^ 
^^ ^ business ihccnie. taxes ley ied b^ or 
* returned by fbrmdia ^ applicant 
jurisdiction 




ftvtjrage net change in per^nal 
pibpferty taxes (over a 20 year, ^ 
period ) levie^by^r ri^urned 
formula to applicant jurifdictibh 

_ . . . ^ 
f; ;Net change vc\ hotel inv^tory, . 
- business franchise and merc;^tile 
taxes levied jDy or retu 
formaia to applicant jurisdiction 



Ml 




(■ 
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" c . in.9ther tax^fe, excipdinq " • ^ 

; : .. yf^s for service (e.g. permit fees) ' ' ^^i^" 



— — — ; — :'^-V>»-A fi •' .. -c. — ...... ........ ..^,^^^^L':Lj^^...^f^^^ i .. ^ . ^ . y .:!. .^^'^^ 



Nature of lax 



h, abtal other -taxes (2c + 2d + 2e + 2f % 2g) 




Section S IOTAL; Net changed in tax revenues, of applicant jurisdiction due to UDRG 
r Project (li + 2h) _ • 



Certif icatibh 



J itereby ie;%5.tif y that this forni accurately^rgfle^ likely fiscal inipact 



Of tfife 



f it . 




Chief Tax ]&ssessor or Chi^f Fiscal 'Of ficer%, . 
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U.S. DEPARtMENt OF HOUSING AND URBAN DEVELOPMENT 
WASHINGTON. O.C. 20410 



COMMUNTTY PIANNINQ AND DCVEtqPMENT 



OCT-2'5-1983 



Mr. J. Dexter teach 5_ 
Director J Resources, CbniTuriity 

and Fconoinic Development Division- 
General Acrountinq Office • 
441;g St._N.W. Rocmi'4915 

WashinqtOHr D. e. 20548 * ' . . 

Etear Mr. Peach: . ; : 

We have reviewed the draft report pfep«red by your Office entitled "First 

eonpieted UTOG Projects Meet Most ExT:fectations^ But Reoordke^pinq_arid Small 
Cities* Participatibh Are Pro>ilems^' and transmit te 

Septeittier 8, 1983. CXir coiments and suqqestions reqardinq that report are 
included in the attached materials. - ' 

_. ■ ; ■ . ; * _ _ _ _ _ _■ -5 • 

If you have anv questions or need any additional infonratibnr please 
<X)htact me. 




Ericiosijre 



•,'it' 

'h'i INTRrfhuCTIGN 



Appendix viii ' appendix' viii 



Our response to' the GAO report entitled "First Cbmpletea ITDAG 
Proie'cts Meet Most Expectations, Rut Re^corakeepinq anri Small 
CitiesV^s^ticipation Are Problems." includes two sections. In 

th e f i rst section w<=> hav e rpspbri ri e^ to each of .GAC) 's recommend a- 

TIons7orrThre¥"proqr^^ 

mation on th^ outcome of cbrpiDleted UDAG projects; the need for 
assistance' to small citiesi.and the need for a clear Policy to 
determine the status of UDAG repayments . Our purpose in this 
section is to indicate actions to be taken to. respond to' the con- 
cerns raised by GAO. ^ a:--. 

In thje .second section, we have commented on certain portions ^bf the 
text of the report to provide additional infbrmatibn which will en- 
hance understanding of the proqram by clar if yinq certain pbirits. 
.[See GAO note below.] 



HOD RESPONSE TO GA O RECOMMENDATIONS . 

^^-r : f — ' \ ' 

Infbrmatibn Svstem 
GAO Recommendation - 

In Chapter 2 ( entitled. ^Mbre Accurate Information Needed On The 
Outcome of Coni^leted UDAG Proiects" ) , GAO recommends chanqes to 
UDAG*s inforination system. Specifically, tfie report states: 

'We.recbmmerid that-the Secretary require HUD's UDAG 
infbrmation system to. ( 1) record each . PDAG prbject's 
expected qoals accordinq to the qrant aqreemehtbr 
its amendments^and< 2) use additional > available 
information provided bv grantees bh qoals realized up. 
to th-^ time HT5D cbhsiders p prbject complete. 

HUD Response 

^ _ ' " . ■ _ _ _ . _ ^ _/ ■ .. ^ • 

The collection and reporting of accurate information on the qoals 
and perfbrmahce of funded UDAG projects; has been a concern of HUb's 
since the inceptibh bf the ptrdgraiti. We are constantly refining and 
mbdi-f-yihq- bur irif brma-t ioa- systems.--to...aasut:e__.that-..our.^^ 
is cbmplete arid timelv. . 



We have, iri fact^ already taken several steps tb implement the 
first part^df GAO' s recommendation. Within the lasttwo yearswe 
began placing certain basic inf ormat ibn o^i a project's expected 
goals on the cover sheet bf Grant Aqreements and amendments. \ 

[GAO note: The second section o£ HUD^ s comments were of a mirior\ 
, technical or editorial nature .Consequently they 
were not reproduced in this report, but the comments 
were recognized where appropriate.] 
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Thes^ f icfures are^entere^ intg the cpmpu ter and can_he retrieved to' 
use in (rompar inq a project'^s f ina^ perTormaRce aqainst its stated 
goals. Consideration was qiven to qoinq back into the* data base 
for projects funded prior t^ the impiementatiori of th is n^w 
pfn c^dnr ^ a nd Ex tracting t h^ .re l^yari t da ta on expect ed go a l's for 

"Those prelects as welT^ "TFTis ^was . determined not to be cost 

effective especially in 1 ight_ of the prbpbsed severe cuts in UDAG's' 

^ADP budgets for fiscal vears 1984 arid 19R5. , ' 

We also using this data as a ipartaqement' tooi> In^the summer of 

19B2^we made changes to the Quarterly MonlSprinq Report (QMR), 
document .which provides an analysis Ito HUD staff in Central arid 
field offices of tlae data provided by grantees on their Quarterly 
Progress Reports (O^R) i The OMR now includes each project's qoals 
and current status per the OPR_ vis^a4vis those qoals. This 



eriharices our monitoririq capabilities \by brbvidiriq mariaqers with a 
tool to auicklv assess th^e prdqress o^ each project ajrjd to take 
appropriate act ibris where projects aire ribt progress irig as they 
shbuld. ' 



Iri April 1983 we impleitlerited a number . of changes in th^ application 
review process. One dutcbnie of those changes is that we can now 
obtain more accurate and timely projectiions on projects during and 
inimediately after the selection round. \ - > 

In the second part of its- reconmiendat ion on inf ormat i^ 
GAO urges that HUD "use additiorial available i 
by grantees on goals realized up to the time HUD considers a 
project complete." \ 



W^ are nb^ in the prociess of exparidirid tb^ atitbrnated irif brmatlbn 
system to support the proqram* s_ clbsebut arid cbmpletibri 
activities. This new. system will re-irifbr^jce arid iriteqrate the 
existinq tbbls to cbllect firial project data such as the final QPR. 



\ 
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• ^ 1 V . ' V Small Cities 

I ^ __ • __ ■__ • :_ __ \ " . ■ 

In Chapter 3 (entitled "Man y Sm all Cities M^v Need^,ffelp to Secure A umG . 
Award" )^ GAOniakes fcxir reconrondations inte^ rate of 

participation bf_Mmal3 cities in the tJTftG proqranii Ttie recornmendat ions and 
FUD's responses fbllcw, ' ^ • 



GAO Recofmerii^ation #1 



Establish a central dutreacH plan that_outlines small city • 
participatidn qoals and dbiectives^ ahd_ establishes criteria 
for selectinn small cities for technical assistahc3e, . * 



HIJn Response 



mm is t^inq a' nrart^r of steps to further its putreach and technical assis- 
tance efforts for siraii cities^ and we believe ^hat th^ have already begun to" 
produce results^ Since Gfta cbilected and analyzed the data for thi^ repbrt^ 
HUD has: . • 

- sent flyers STi^ifically tarqeted to small cities to all such cities how' 
eligible for the prbcrram; - r :^ 

^ ijtplemented a new application form; v 

? i _ - ^ \ 

- continued with several existing technical assistance contracts and 
signed addiltional ones; * \ 

- established a- regional coor^ structure with respbhsi- 
bilities for outreach and technical assistance; and 

- cbirpleted additional trainino for field staff. 

While the te:K:t of the cWTriport^^aces itie of these things it does not 

analyze the inpact of HTm's action on the issues which concern the We 
believe that; the iitpact has been significant as illustrated by the recent 
changes in the funding situation regarding small cities i We therefore do not 
believe that a plan^ per se, is called for at this tine. 

HTJD announced the April small cities funding round dontaihihg 76 pTOjects with 
$58.5 million of Action^^^ Iri July^ HUD announced 84 pronects total- 

ling $57i5 millions ITie ^ulv round included the larges't nunber of projects 
ever amoanced for small cities and one of the highest dollar awards of any 
small city fund ina round. Ftor the first time in the hiktbry.bf _the prooram we 
have announced funding of more_ than the 25% mandated sei-aside for, small cities 
in the first three funding roundsof this_fiscal year, puring FY 1983^ a total 
of 241 projects with $170^3 million was announced. 
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f%a(^artei:s will also retain thW followinn national cx^ntracts: / . 

;(lj Na4iona^r)evelop!Tient Gouncil (NDC) administers for the repartreht. the 
Small Business Economiq ^evitaiiiiation (SnRV prooram. A siqnificant element^of 
thig^proqram 

statesv to enable the local officilals to^identifv and^packaae UDA^l piX)ject ^ 
especi^iiy small citv prbiects. C^er the next' two years r the number of States 
parttcipatiha will double, I ^ • ^ * 

(2 ) • ftalcvbn is the Timo master cohtractbi:. The objiective of the contract ^is 
to use the expertise of a multi--^ifeciplined team to assist distressed cities 
plan and packaqe fundable IJORG pronects, and "to work with cit;ie's_wh^^^ 

trouble implement inq a prdiect after they receive ^preliminary apprgvai of a ^ 
nrant. Since many TOte small citii^^^^h^ time in ail phases^^^^b^^^ 

UDAn program than large cities^ a .larqe peroentaae of Halcyon's time is spent 
an assisting these small citiesi I \ ' / 

(3) National Association of iBtate liV?\^ibpneht .Agencies ^ 

(NASDA) ^e purpose of this cpntrclct ts to assist five states to iirprpve' their 
ability to help Ibc^ qovernments uge.CDRG and.UTftn funds for ecbnonic . 
development f in wavs that <x>TrpliineritVthe us other state resources and 
maximize the leverage of private dbllars in a Prbiect. 

(4) McManus Associates wag hired bvlthe T?epartment specifically to familiarize 
small cities With the_UDAG ptx>gram. htiey will hold eleven 2 day oonferences 
across ^the country.. Oh the- first dayl the regional training workshops^wiil 
address techniques for identiftrina, pTOnotlng and r^clcagi^^^ 

industrial y arid residentia] development proiects_(includi^^ 

locatidrial evaluation y financing concerns, part ici the 
TTDAG role in contort ing marginal pro jects into viable undiertalc inqs ( tTTV*; 
participation requirements sHidjOieir rationale) . day Will be 

devoted to individual consuitet ions ^w represeStatives from cbnimnities which 
have poten€4ai projects undir consideration. ' Attendance will be limited to one 
o"^ two persons from each' of about sixty to se\^hty comHjnit State 
.c^rmunity development officials and HUD Area Office economic dei^lbj^ ' 
^specialists will be invited to attend. \ In^sdrie cases county and/or reaiorial 
planning agency bfEicials who supiDbrt small ootmunities in th^ir areas may be 
apDrooriate attendees. Follow up on site assistance can be given on request by 
small cities. ' ' \ ^ ; ■ ' i 

'Jhe^e national Contracts -give HUD the flexibility to assist small'cities on an 
as needed basis. ^ 1 . . 

CTO Recommendation #2 J 

Establish a iis^bf the most ecbnomtcallv distressed small 
cities that- have never applied for a UPAG or have applied 
without success in ordei^to identify them for possible 
._ irifbrmatibri ahd^ if ajj^j^^riate, technical assistance. 
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HUD Response 



This is riot a ;prbper irble for HtJD^ The fJmG proqran) is by law a national 
cpilTbetitibri,. >7e cannot favor brie city dvet another. It is a local clecisibri 
whether t^ arply fbr UTftG assistance; , It is the bbligatibn bf this Office to 
prtittote the ptxxirarn arid provide prbqrant irifbrlnatidrt. As t±je data iridicates^ 

^^t he lar gest riuhto e r. bf srh aH^^^i^-i^ HJridCT— 2 y5ffl3^ iri^p^ ^ 
severely distressed cities. It is- likely that development^ may 
not be available in these cities, T'Jfe cariribt arid should ribt try to create. 

: development opportunities where they do not exist. We only have a limited 
?taf f and lii^ited techiiica^ resources available to assist cities with all 
phases of the UCftG process i We have made the decision to concentrate our scant 
resources on vi:able_ymG^d Afs noted in the description of th^ NDC 

contract we have aiso^*enphasi^ in . assisting small cities; 

Beyond the assistance HUD can provide^ every small city 'pan use up to 3% of its 
grant toward hiririq exfjerts to help themv,pian arid pacScage UEftG deals i 



GAD Recbntnendatibri #3 



Eeyelbpa cbnpreherisive set bf UDftG irifbrmatidri^butreaph 
'materials to help prbnote the prbqrani airbrig small, cities 
^ ^ and the private sector. ' * • 

HUD Respond 



TItiere are already a nunfcer of informational materials that proniDte the program 
to the private sector; We aqr*^ with G^O that^ are ^needed 

for small citie§ and_we are t^inq several steps to meet^^ We are in 

the final stages of pubiishinq a handbook for small' cities; It will provide 
the cities with infbrmatibri in ribri-techriical lariguade arid has two ma^or 
objectives: (I) to aoquairit small cities wiSi the deveioSSe (2) 
to tell* them what the tlDAG program, i^ arid how tb aiDply fbr a qfariti We are 
also iri the iriitial staqes bf devialbpirid- cbnpreherisive case studiejSi These 
case studies will help cities of every size better uriderstarid the UDftG prc^am. 



GRO Re<X3itft>eridatibn #4 - 

T^velop and test a streamlined application form for use 
by small cities; 



j^TD Response ^ 

UDftG has iriplemerited leoislattve and a^^ to streamline 

the eritire UEftGapplicatibri/award process. these^cti^iS have met with* 
widespread local apprrtval . Hiese siirpfif icatibriS^riclud^ eiimiriatiriq A-95 
State arid ^reawide«reviews^ irodifyirig citizen part icipatibri requiremerits, 
rerrovirig requirements for submittirig a separate camunity develppiherit plari arid 
substitutirig certif icatic«is for full <fccnjmeritatibn bf dbnplianbe With historic 
preservatibn recruireiterits. fldditibrially^ a new shorter application fbrm ±r 
beinq used which contains examples, definitions and clearer iristructibris. While 
requesting that the application^ a joint product of the private sector as 
well as the city.. \ - 
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tiDcal pcbfe>mi« r^evelbpment officials have welcomed these chartqes,r seeinq t±iem 
. as accelerStina their development efforts^ and citinq savinqs in time. arid 
paperwork, nevr^lopm^nt officials estimate that the chanqes mav save a norith's 
time iri,.qettinq an application to HUD. local officials point out that the, 

careful neqotiat ions with private de\;^ldpers and the close invdlveitferit of HUD 

ptoqrain-istaff-lnTrw^^ 

do not believe that further streamliniriq of_ the prc>cess is needed or addresse|^ 

' the problem that faces small cities in the tJTRG prx^qram. What is called for in 
the new application form is the minimum amdurit of iriformation needed by HUD to 
make tnforrod fundinq decisions^ ^ 



UTRG Repayments 



Chapter 4{erititled "Clear R>1 icy J^eeded. to Detem 

Pelbnq to Cities") incTludes' recommendations aimed at clarifyinq HUD's policies 
reqardiriq UD?^C repavments, , 



. ran ReOTitlmendations 



"We reconmend that the Secretary of ffousinq arid ITrbari Develdprerit: 

__ _ __ ■ ' - ■' - - ' ^. _ . 

- develop and issue policv quidaric^^ as expeditiouslv as 
oossibiey on wh^n ttEAC repayments should be cc*isidered 
city irbriey/ .arid ^ y 

_ establish cbnsisterit UDfiSMrepaymerit requireirents. 



HUD Response 




As prblects are now reachiriq the closeout staqe^ requir^^ts for the treatment 
of UDAG loan repavments 5s program income/ and the use tfe which the repayrnerits 
are to be put, vary dependinq on the terms of the qrant aqreeirerit irivblved. 
Those variations are in part dae to t^ U»G program iri _ 

neqotiat inq aqreements on a caSe-by-case basis , deperidiriq ori^tjie riature arid 
financinn arranqeTrents of the particular -prbnecty arid to ari /aTOndnterit to the 
requiations addinc? the preseri t_ program incx^me p in liqht.x^^f legislative 

ajnendments to the proqram in 1^1. Connlete consisteric^ for all UTOG projects 
in reqard to the use of repaymints is riot ther^fdre to be expected nc5r 
necessarily desirable. . Tb the>#xterit apparerit inequities are pres^ted^^^F^^ 
has in fact anierided some outs taridiriq aqreenents retroactivelv:;^n^ 
OGC that this is Permissible within certain 

aqreemerits have had standard provisions added for the past year^ 
further uniformity. In ac^itiop^ anticipated amendments to th . \ -V 

requiations will further clarify the reouirements. Fteridlnq their issuance^ > 
policy' quidarice on closeoift ptx:^;{iems of existinq cases itS this reqard will be 
transmitted to rJD^G recipients -tfTtough HUD field offices., • ^ 
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